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The Transportation Dilemma 


The cost of private and mass trans- 
portation in America this year 
will total something in the neigh- 
borhood of one-half trillion dol- 
lars. That's a_ big _invest- 
ment—about $8,648 per family, 
the statisticians tell us—but as 
impressive as that figure seems, a 
very real question remains: What 
is that money buying, and what is 
it NOT? 

America’s transportation sys- 
tem is suffering, and it re- 
quires—unfortunately but neces- 
sarily—great commitments of 
money and effort, now. 

Automotive executives general- 
ly concentrate primarily on their 
own products, but it’s precisely the 
automotive industry and its peo- 
ple who must exert influence on 
decisions that.can and will deter- 
mine whether or not the nation’s 
needs will be met and whether or 
not its freight and people will keep 
on the move. Automobile and 
truck dealers are very key to what 
is happening and will happen in 
the industry, and they are as much 
in touch with the mood of the pub- 
lic as anyone in or out of the busi- 
ness. And that is why they are 
finding some ears in Congress and 
the White House. 

Probably more than Washing- 
ton’s bureaucrats and politicians, 
automobile and truck dealers 
know that the interstate highway 
system needs repairs and that 
maintenance is costly. And the 
97th Congress and the Reagan 
Administration have indicated 
they realize that the federal high- 
way trust fund—which finances 
that construction and main- 
tenance—needs to be overhauled. 
Most of the trust fund money 


comes from the 4-cent federal 
gasoline tax, and since consump- 
tion is falling off with the increase 
in fuel-efficient automobiles, re- 
venues are likewise falling. 

The excise tax on trucks means 
$1.2 billion annually to the fund. 
Truck dealers, NADA and ATD all 
agree that the tax is inequitable 
and inhibits sales. The tax should 
be repealed, but the lost money 
must be replaced. 

It is not enough to lobby for re- 
peal of that tax. Dealers have to be 
equally aware of, and concerned 
about, the need for money for the 
trust fund and for federal highway 
maintenance. The once _ pre- 
eminent condition of our trans- 
portation system is eroding and 
the longer we wait, the more diffi- 
cult it will be to do something ab- 
out it. 

NADA has yet to take a position 
on sources of new cash funds for 
this crucial fund. Members need to 
send their views through their 
elected directors as to what they 
think the source or sources of the 
money should be. The directors, as 
the process goes, will communi- 
cate with the government affairs 
committee and a policy can be de- 
veloped. In turn, that policy will 
go back to dealers, who share in in- 
forming their Congressmen. 

Since automobiles use the high- 
ways, that system is, of course, the 
dealers’ basic concern. But the 
other parts of the massive trans- 
portation network are equally im- 
portant. 

America’s airways, waterways, 
railways and merchant fleet also 
are troubled, underfinanced and 
worn. Like the marvelous inter- 
state highway system, they are 
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vital arteries of commerce that 
must be kept fit and efficient. 

In truth, the transportation sys- 
tem is a wonder of modern en- 
gineering, finance, and coopera- 
tion among people. But to be 
realistic, keeping the whole net- 
work fit is almost as challenging 
as its initial development and con- 
struction. 

Increasing the 4-cent federal 
tax on motor fuels is without a 
doubt, a political hot potato. Sup- 
porters of reform of the federal 
highway trust fund mustered few- 
er than 100 votes in the House of 
Representatives during the 95th 
Congress when an increase was 
last proposed. 

The 4-cent per gallon tax was 
levied in 1959 and provides $7 to 
$8 billion annually. Congress ex- 
empted gasohol from the tax and, 
while income, as we said, has 
leveled off, construction and re- 
pair prices soar with inflation. 

The interstate system is now 96 
percent built or under construc- 
tion and it could cost $50 billion 
just to complete those gaps. 
Moreover, bridge repairs are 
needed; not only on the interstate, 
but on the hundreds of streets and 
roads across America. 


The past administration pro- 
posed a 2-cent per gallon hike in 
the tax. Other proposals include a 
4 percent tax on top of the existing 
4-cent levy. The percent approach 
would tie the fund into price in- 
creases in fuels and act as a hedge 
against inflation. 

Transportation Secretary Drew 
Lewis, a no-nonsense business- 
man with a practical approach, 


(Continued on page 46) 
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Executive Notes 


dvertising Awards. 
Seven automobile 
dealers and two deal- 
er associations recently won first 
prizes in the eighth annual 
DANDY Awards competition for 
outstanding newspaper advertis- 
ing, sponsored by the Newspaper 
Advertising Bureau, Inc. 

First prize for the best single ad 
by an individual dealer in news- 
papers with circulations over 
100,000 was shared by Ed Black’s 
Chevrolet Center, Albuquerque, 
N.M., and Martin and Marvin 
Starr of Toronto, Ont. Agencies 
which developed the ads were Rick 
Johnson & Co. and the Jerry 
Goodis Agency, respectively. 

The best single ad by a dealer 
association was run by the New 
York, New Jersey, Connecticut 
Volkswagen Dealers, and was pro- 
duced by Doyle Dane Bernbach, 
New York. 

The best campaign by a dealer 
association was run by the South- 
ern California Oldsmobile Dealers 
and was developed by Kauffman & 
Associates, of Santa Monica. 

Best Campaign by an individual 
dealer in newspapers with circula- 
tions over 100,000: Martin Cadil- 
lac, Los Angeles, with an ad de- 
veloped by James R. Powers & 
Associates. 

Best use of color: Jim Clark 
Motors, Inc., Lawrence, Kans., in 
an ad handled by the Lawrence 
Journal-World. 

Best single ad by an individual 
dealer in newspapers under 
100,000 circulation: Confederate 
Chevrolet, Albemarle, N.C., with 
an ad prepared by Garner & 
Associates of Charlotte. 

Best individual dealer cam- 
paign in newspapers under 
100,000 circulation: Empire Lin- 
coln-Mercury, Sioux Falls, S.D., 
with an ad developed by the Sioux 
Falls Argus-Leader. 

The Argus-Leader was also one 
of six newspapers that won special 
DANDY awards for responding 
most effectively to 1980’s de- 


pressed auto market conditions 
with special promotions. The 
others were: The Buffalo Evening 
News; The Cocoa (Fla.) Today; The 
Honolulu Star-Bulletin and 
Advertiser; The Norfolk Virgin- 
ian-Pilot/Ledger-Star; and The 
Windsor (Ont.) Star. 

Honorable mentions were gar- 


nered by ads developed by: Finne- . 


gan & Agee, for Dick Strauss Ford 
in Richmond, Va.; Mills Com- 
munications, for Mancuso Cadil- 
lac in Barrington, Il].; Faucher & 
Meenan, for El] Cajon Ltd. Mer- 
cedes-Benz in San Diego; Sawdon 
& Bess, for the New York/New 
Jersey Pontiac Dealers; the Ad 
Group, for the San Diego County 
Toyota Dealers; The Gallagher 
Group, for the New York District 
Ford Dealers; J. Walter Thomp- 
son, for Ford Dealer Associations; 
Hill, Holiday, Connors, Cosmopu- 
los, for New England Ford 
Dealers; High Country Pontiac 
Dealers, Denver; the St. 
Paul Pioneer Press-Dispatch, for 
Young, Inc. in St. Paul, Minn.; the 
Athens Banner-Herald, for Par- 
rish Toyota in Athens, Ga.; the 
Uniontown Herald-Standard, for 
Bud Haas Toyota in Uniontown, 
Pa.; the Athens Banner-Herald, 
for Trussel Ford-Mazda; and the 
Lawrence Journal-World, for Jim 
Clark Motors in Lawrence, Kans. 

The first-place winners were 
announced at the recent NADA 
convention in Los Angeles. 

xk 

TMQDA winners. TIME Maga- 
zine has named Ray Shepherd, 
president of Ray Shepherd Motors, 
a Ford, Lincoln-Mercury, Chrys- 
ler-Plymouth, Dodge dealership 
in Fort Scott, Kansas, as the 1981 
National Representative for the 
TIME Magazine Quality Dealer 
Award Program. In that capacity, 
Shepherd will serve as official 
spokesman throughout the year 
for all 63 1981 TMQDA winners. 

Shepherd began his automotive 
career while still in school, work- 
ing in his father’s and uncle’s deal- 


ership. In 1947, he opened his own 
store in Ash Grove, Missouri, and 
later sold 50 percent of the stock to 
an employee. He sold the remain- 
ing 50 percent in 1955. He pur- 
chased his present dealership in 
1952. 

The new National Rep has been 
actively involved in automotive 
industry affairs. He was nomi- 
nated for the TIME award by the 
Kansas Motor Car Dealers Asso- 
ciation, of which he is an immedi- 
ate past president. In addition to 
being a member of NADA, he is 
also a founder of the Fort Scott 
Auto Dealers Association; he has 
served on various dealer advertis- 
ing associations; and, he is the 
Kansas state representative to the 
Ford Motor Co. Governmental 
Affairs Committee. In addition, he 
was recently named the 1981 Kan- 
sas Quality Dealer. 

The 10 TMQDA Regional Rep- 
resentatives are: C. William 
Briggs, president and chief execu- 
tive officer of Anderson Cadillac 
Inc., Minneapolis, Minn.; Bob 
Eagle, president of Eagle Lincoln- 
Mercury/Honda, Inc., Dallas, Tx.; 
Tom Helms, president of Strieter 
Motor Co. (Lincoln-Mercury), 
Davenport, Iowa; Howard John- 
son, president of E. O. Johnson 
Motor Co. (Cadillac, Datsun, Olds- 
mobile), Aberdeen, S.D.; Robert S. 
(Bobby) Jones, president of Fletch- 
er Motor Co. (Lincoln-Mercury, 
GMC), Columbus, Miss.; Robert B. 
Melland, president of Melland, 
Inc. (Pontiac, GMC, International 
Harvester), Jamestown, N.D.; 
Garland G. Powell, president of 
Brennecke Chevrolet Co., Inc., 
Jackson, Mo.; Jack L. Rivers, pres- 
ident of Rivers Ford, Inc., Monroe, 
La.; George Selover, president and 
general manager of Selover Buick, 
Inc. (Buick, Honda, Jeep, Mer- 
cedes-Benz), Billings, Mt.; and, 
Earl Tindol, president of Earl Tin- 
dol Ford, Inc., Gastonia, N.C., and 
also secretary/treasurer of Mar- 
tin-Kahill Ford, Lincoln-Mercury, 
Inc., Lenoir, N.C. ‘E 
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Fewer Sales - 
Greater Profits” 


“With TekTor 


4 
: Why is ‘TekTor the Fastest Growing Sealant 
Program in the Country?! 
: *Product Superiority — Our products work for you— 
4 Not against you!! 
: *A pplication: Quick & Easy—Less labor per 
vehicle. 

*Cost: Structured to fit today’s needs— 
No rigid kit forms. 
; *Sales Training— Achieve high closing ratios through 
| effective in-house training of your 
; people. 
, *Follow-Up— Your continued success is our 


only success!! 
The ‘TekTor Protection System Works!! 


A product package designed to 

raise gross effectively in 

any dealership through effective 

© implementation and follow through!! 
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R.C.1. ‘TekTor 
P.O. Box 340 
Catawba, NC 28609 


We've put it all together 
so GM Dealers can do it all. 


General Motors Acceptance Corporation practically Ways to make it easier for you to merchandise cars and 
invented automotive financing. When we set up shop trucks. Ways to make it easier for your customers to buy, 
over 60 years ago, car financing was almost unknown. lease or rent them. 
Since then, thousands of GM Dealers (and millions Whatever your financing requirements — retail, 
of new-car buyers) have come to depend upon GMAC wholesale, leasing, daily rental or a capital loan—GMAC 
for their financing needs. As a matter of fact, we’ve is ready with plans and know-how to help make your 
extended more automotive credit than any other financial dealership the trans- 
organization in the world. That makes us your most portation center in 
experienced automotive credit source. your community. iS 
And we’ve continued to anticipate your needs by We’re committed to 
expanding our services in new and innovative ways. helping GM Dealers do it all. F | N A N . | N G 
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REVAL 


Consistent, dependable source. 


RENTI 


Extra income from rentals. f nstruction, expansion. 


Complete Dealer Financing Services 


NATIONAL AUTOMOBILE DEALERS 
SERVICES CORP. 
BOARD OF DIRECTORS 


Wendell H. Miller, Binghamton, NY 
George W. Lyles, High Point, NC 
Marvin D. Hartwig, Iowa City, [A 
William C. Turnbull, Huntington, WV 
George S. Irvin, Denver, CO 

Leslie M. Emerson, Lewiston, ME 
Bertrand A. Feiber, Bogalusa, LA 
James P. Jennings, Chicago, IL 
Denzil W. Rose, Hilo, HI 

Gordon T. Egan, Stockton, CA 
Frank E. McCarthy, McLean, VA 


Don’t 
Forget Reno. 


The upcoming truck con- The department that 

10 never seems to get 
enough budget to buy a bucket 
is now proving to be the bail- 
out dealers need. 


vention is intent on get- 
ting serious about: comput- 
ers, insurance, finances, sur- 
vival, and five nights of fun. 
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IN-HOUSE COMPUTER SYSTEMS 


EFORE YOU BUY A TOTAL COMPUTER SYSTEM 
~ «COMPARE CARSWAY IN-HOUSE 


DYATRON (formerly CARS, Inc.) has been minutes of document entry completion. You 
providing Management Information Services process or produce accounting reports, 

to the automotive industry since 1964, Deal payroll, and parts stock orders immediately 
with the Company you can trust: Dedicated with no system interruption. 

automotive people for an ever changing * DYATRON has offices located throughout the 
marketplace. world.and our service locations in North 

* CARSWAY provides the most modular America number in the hundreds. We provide 
equipment available. This leading edge the fastest response time in the Industry. 
technology allows you to éxpand your total * CARSWAY IN-HOUSE offers Accounting, 
Capacity, Capabilities, and volume needs. Parts Inventory Control, Sales and Service 
*CARSWAY offers access to your Management Merchandising, Payroll, Letter Writing, and 
Information at the touch of a button. Daily Manufacturer Communications. 

Operating Control reports are available within 


CARSWAY OFFERS YOU THE ULTIMATE IN SPEED, 
RELIABILITY AND EXPANDABILITY. THESE FEATURES ARE BUILT-IN 
CARSWAY STANDARDS AND ARE ONLY OFFERED BY CARSWAY. 


DYATRON CORPORATION See our full range of computer 


Worldwide Computer Applications services at NADA Booth # P. 
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Joe Girard 


Selling Used Cars 


ne of the greatest dis- 

services to salesmen, 

particularly automobile 
salesmen, is the question once 
very frequently posed in reference 
to former President Richard M. 
Nixon. “Would you,” more than 
one wag liked to ask, “buy a used 
car from this man?” 

It held up used car salespeople 
as dishonest, untrustworthy, and 
a good bit removed from the first- 
class citizenry. 

Well, I have an answer to that, 
but the editor wouldn’t print it. 

True, I sold new vehicles in my 
time, one to one. In fact, not even 
fleets. And, I chalked up the 
greatest sales record in the world. 

But, there are also thousands of 
automotive salesmen out there 
who are chalking up records of 
their own in used car sales. That 
must tell the skeptic something. It 
says to me that used car salesmen 
are hard-working, conscientious, 
and dedicated—as much as the 
new car salesman is—to putting 
someone in a “good set of wheels.” 
Most of all it says to me that used 
car salesmen are not con men; 
they are to be trusted. 

Now, what I’m talking about, 
primarily, is the used car opera- 
tion of an established dealership. 
Yet, the vast majority of indepen- 
dents, the operations you find 
along “used car row” in the major 
cities across the nation, are just as 
honest and just as conscientious. 
Too often, however, garish light- 
ing gives a false impression: a 


good used car operation does not 
need to resemble a carnival. 

I’ve known a great many used 
car salesmen in my lifetime, and 
I'm proud to call them friends. And 
the used car managers I’ve known 
were just as concerned and dedi- 
cated to their dealerships as their 
new car counterparts. 


“Tf it weren't for 
trades, new cars 
would stay on the 
lots more than 
they do.” 


Recently, I received a short let- 
ter from a discouraged young 
salesman in Atlanta. I quote it in 
its entirety: 

Dear Joe: I like selling cars, and 
I think I'm good at it. I started out 
selling new cars, but my interest 
always seemed to go out toward the 
used lot across the street. So, I’m 
now selling what I want to sell. 

Trouble is, a lot of people I meet, 
friends as well as prospects, look at 
me as if I were some kind of swin- 
dler, working the old pea and shell 
game. I resent it. 

I sell our used cars with the same 
pride as the guys across the street 
sell their new ones. And, I think I 
offer more to my customers—varie- 
ty. I’m not limited to one make. 
What can I say to those who think a 
used car salesman is out to fleece 


the buyer? How can I present a 
different image? 
Roger W., Atlanta 


My answer to Roger is this: 

“Selling used cars is honorable. 
If you show the pride you say you 
take in selling used vehicles, then 
your image will be just great. 
Don’t worry about it. 

“Those friends (?) and prospects 
who needle you have their own 
misconceptions. But, perhaps, if 
you show them this column it 
might help to set them straight. 

“Be my guest.” 

If it weren’t for trades, new cars 
would stay on the lots more than 
they do. The guys who sell used 
cars—those reconditioned trades 
—are just as vital to the economy 
and the future of automotive pro- 
duction as new car salesmen. 

We all know a used car opera- 
tion has different problems and 
different challenges. The used car 
taken in as a trade faces a future 
that can take it in any one of three 
directions: 

Its age and condition may be 
such that there is basically noth- 
ing that can be done with it but 
junk it. 

Or, with a certain amount of re- 
conditioning—mechanical and 
appearance—and tests for safety, 
it finds its way to the lot for sale. It 
may even be given a star spot and 
featured on the lot. 

Or it may be in such excellent 
condition when traded that very 


little needs to be done to it. (Be- 
(Continued on page 12) 


These columns are prepared by Joe Girard, named the world’s greatest salesman 12 times by the Guinness Book of World Records, and syndicated through Allied 
Press International. If YOU have a question, if you need advice on selling yourself, write to Joe, P.O. Box 358, East Detroit, MI, 48021. 
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Tilt-Wheel: The 
low-priced Blue Book 


bargain. 


With an MSRP of just $81.00 on OFFICIAL GUIDE 
a 1981 GM car, Til-Wheel is Be kote 
honest value. But take at look ig a 

at the latest Red Book, Kelley, t208 C48 Hitses 
Blue Book or N.A.D.A. Guide : 

and it’s really a bargain— 
with a resale value of up to 


$75.00 on 1980 GM X-cars, ae 

some other advantages. .. elt adjusts tc to erent size drivers— 
eTiltWheel adds a measure of with six positions. 

big-car comfort and convenience elt tilts up for easy small-car entry 
to small cars. and exit. 

eIt's easy to demonstrate. e It's adjustable while driving—for 
elt lets buyers who move to new long-trio comfort. 

GM small cars feel Hom at home e Users like it and re-order it—on 
with a ~ car after car. 


convenience The smaller the car the more 
they're used to. practical TiltWheel is. So order 
elt's a selling edge smart—with low-priced TiltWheel 
over imports and on all your "Ts" and "Xs" 

Comestics that 

dont offer Tilt Tilt the odds, 


Wheel Steering. 4 


in your favor! 


Saginaw Steering Gear Division 
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Dont forget 


he American Truck Dealers 
[Mies of NADA has 

labeled this year’s truck 
convention a “Prescription for 
Survival,” and it doesn’t feel it’s 
being melodramatic at all. 

A number of dealers are going 
through tough times perhaps 
more severe than anything 
they’ve been through before, and 
ATD has put together a slate of 
workshop speakers, exhibitors, 
and other industry experts de- 
signed to address the needs and 
problems those dealers are ex- 
periencing. 

The Convention program opens 
the morning of Monday, March 
30th, and it closes four full days 
and nights later. Helping to make 
the schedule perhaps more 
crowded than those of the past is 
the host city, Reno, Nevada, aptly 
nicknamed “The biggest little city 
in the world.” 

But before any of the festivities 
begin, Monday’s Opening Session 
will present TRX-81’s keynote 
speaker, economist A. Gary Shill- 
ing, of A. Gary Shilling Associates 
in New York City. Shilling has 
been quoted in many of the coun- 
try’s leading financial papers and 
is regularly featured in The Wall 
Street Journal. 


The Exposition will actually be 
the opening activity on that first 
day (getting underway at 8:30 
a.m.), and it will maintain hours 
through Wednesday. Encompas- 
sing more than 100 exhibit booths, 
it will be housed in the MGM 
Grand’s Grand Ballroom. Truck 
manufacturers, computer firms, 
insurance companies, parts and 
accessories firms, and finance 
companies will be among those 
demonstrating the latest prod- 
ucts, services, and techniques 
available. Also, many of these 
same firms will hold special hospi- 


tality functions in conjunction 
with TRX-’81. Among _ them: 
GMAC-MIC and GE Credit. 

Several state associations will 
be on hand in Reno to host special 
functions for their respective deal- 
ers, including the Texas Truck 
Dealers Association, which will 
hold a reception on Sunday eve- 
ning, March 29th. State truck 
dealer breakfasts are planned for 
both Pennsylvania and Virginia 
on Tuesday, March 31st, and other 
state activities will be found listed 
in the Convention program. 


Perhaps the key, though, to the 
whole Convention, as far as many 
dealers are concerned, is the work- 
shop program. This year, the ex- 
perts will be addressing them- 
selves to issues including: LIFO, 
employee productivity, compensa- 
tion programs, parts inventory 
control, taxes, and dealership fore- 
casting and cash management. 


Other speakers will present 
their views and expertise at Tues- 
day morning’s General Session; at 
a Thursday morning Delegates 
Breakfast sponsored by Cummins; 
and at Tuesday and Wednesday 
Convention Luncheons, sponsored 
by Rockwell International and 
Eaton, respectively. 

But what about Reno and enter- 
tainment possibilities? Both seem 
limitless. Just the MGM Grand it- 
self seems as massive and versa- 
tile as some towns. It offers nearly 
2,000 guest rooms and suites, and 
the grand casino measures the 
length of two football fields. It has 
seven restaurants, and diversions 
such as bowling, tennis, billiards, 
and an arcade. It also houses twin 
theaters, a candy shop, clothing 


stores, accessories, and rows of 
specialty shops. 

But on the Convention’s closing 
night, Thursday the 2nd, the 
Grand will unveil something that, 
truthfully, is very difficult to de- 
scribe. That is the magnificent 
dinner show, “Hello, Hollywood, 
Hello!” 

It’s held in the Ziegfeld Theater, 
and it features a seven-acre stage 
three stories high, on which 150 
dancers and singers perform. In 
the production, many of the 
famous MGM films and musical 
numbers are brought back to stir 
the memory. 

Famous scenes depicting a cir- 
cus, the 1908 San Francisco earth- 
quake, a space odyessy and turn- 
of-the-century memories are all 
elaborately decorated and cos- 
tumed. Also, magician, comedy, 
trapeze and other acts brought on 
during the set changes keep the 
excitement level high. 

If youre planning to attend 
TRX-’81, you can still register. 
Fees are $125 for dealers and 
allied industry representatives, 
and $95 for spouses and dealership. 
managers. The fees allow admit- 
tance to the exposition, general 
sessions, luncheons, workshops, 
and all other program-listed activ- 
ities. 

ATD has negotiated room rates 
of $50 for single and double occu- 
pancy, and a limited number of 
suites are available at higher 
costs. United Airlines has been 
designated the ATD Convention 
carrier, and one of its representa- 
tives can tell you about the lower 
fares. Finally, Hertz will offer 
Convention attendees a special 
discount on vehicles rented in con- 
junction with TRX-’81. 

Actually, you really shouldn’t 
say you can’t attend this year’s 
18th Annual program. Actually, it 
should be, “I must.” fE 
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USED CARS TO THE RESCUE 


with a company called Ford, I 

have never been in the retail 
end of the automobile business. 
But, I do not regard this as a hand- 
icap. In fact, I think it could be a 
help in trying to approach, with 
some objectivity, the subject of 
what’s happening to the retail 
market. A physician need not suf- 
fer from an ailment in order to di- 
agnose it and treat it. 

The point of what I want to say 
is, most franchised dealers are 
simply just nibbling at the used 
car profit pie. If a dealer wants it, 
it is all there for him, just waiting: 
the pie, the knife and the fork. 

Above all else, I’d like to suggest 
that you take a look at what you— 
from your new car dealer’s point of 
view—consider the purpose of a 
used car operation to be. What fol- 
lows may cause you to alter your 
present thinking. In fact, it is even 
possible you may embrace ideas 
completely alien to what you are 
now doing. 

Do you look upon your used car 
operation as a necessary, but un- 
desirable, extension of your new 
car department? Is your used car 
lot little more than a place to dis- 
pose of the trades purchased by 
your new car department? Well, 
this approach, though it has never 
really been a good one, may have 
been acceptable at one time. Given 
a high volume of new cars coupled 
with adequate grosses, some deal- 
ers once could ignore the used car 
operation. There were some deal- 


I: spite of a great many years 


ers who never retailed a used car 
and boasted of it. But though there 
is achance that this condition may 
still prevail in one or two cases, it 
has been for most dealers the used 
car that recently has enabled 
them to survive. So I’m assuming 
now that a good many dealers do 
want to make more money from 
used cars. 

Many of us go through life doing 
things as our fathers did... 
sometimes as our grandfathers. If 
it worked for Dad, it should work 
for us. Well, we do not live in Dad’s 
time; that is for sure. Many of 
these “hand-me-down” concepts 
will not pass the test of the balance 
sheet. In fact, I refer to them as 
conceptual deterrents, because 
they are ideas which act to limit 
profits. 

Assuming your objective is to 
obtain maximum profits from the 
resources committed, how do you 
go about that? Well, let’s begin 
with a plan of operations—what 
you might prefer to call a financial 
plan. I think the first thing that 
will occur to you is this: A sound 
plan can be developed only if the 
used car department is regarded 
as a profit center in its own right. 
In many cases, this will mean 
separating the used car operation 
from the new car department. Yes, 
let me repeat: it should be sepa- 
rate, not combined. 

In this set-up, the used car man- 
ager would report to you or to the 
general manager rather than to 
the new car manager. 
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by Denny Kuhn 


The used car department would 
have its own budget, its own com- 
pensation plans and its own mode 
of operations. And it would, of 
course, have its own sales force. 
Such an arrangement, I think, is 
infinitely preferable to having 
salespeople divide their time be- 
tween new and used car sales. A 
division of labor results in part- 
time efforts, and that is to be 
avoided. 

The compensation plans for the 
new and used departments need 
not be the same, especially as they 
apply to the used car manager and 
the new car manager. Each should 
be paid for his contribution to 
company profits. Compensation 
should reflect how well each uti- 
lizes the resources allocated to 
him. It is possible this separation 
of function may lead, at first, toa 
degree of internal dissension. But 
you might anticipate that by mak- 
ing your policy known early-on, 
clearly enough for everyone to 
understand. 

The used car department budget 
should provide for more than just 
the direct costs of operation. With- 
out question, you should allocate a 
specific sum for used car advertis- 
ing. Too frequently, the used car 
ad amounts to nothing more than 
something buried in the new car 
ad or, at best, an inch or two in the 
classifieds. There are some dealers 
who seem almost ashamed that 
they are in the used car business. 
If you’re in it, advertise aggres- 
sively, wake the town, and tell the 


a 


people. Let everyone know you 
have used cars and you want to 
sell them. If you do not do this, who 
will? Not your competitor! 

There is a point I want to make, 
but I am not sure where it fits. 
Let’s say it belongs under com- 
pensation. A particular practice 
that is quite common continues to 
astonish me. It is the act of provid- 
ing an incentive for a salesperson 
to sell an overage piece. It just 
makes no sense at all! It is poor 
business to pay an incentive to sell 
a loser. Why give a salesperson a 
reward because he got $2,800 for a 
car in which you have invested 
$3,000? This is adding expense to 
loss. Why not give an incentive to 
the salesperson who got $4,000 for 
your $3,000 investment? If you are 
going to pay an incentive, the time 
to do it is while the goods are fresh. 
You can afford the additional cost 
most when you have the most 
gross. That is on day one—not day 
61 or day 91 or whenever the spirit 
strikes you to clean out your in- 
ventory. Think about it this way: 
when you pay an incentive to sell a 
loser, you are cutting down on 
your ability to sell a winner. And 
sometimes, fresh cars become old 
cars, and winners turn into losers. 

Once you have an organization 
and an objective, you should turn 
your attention to merchandise. Ifa 
stock plan is appropriate for new 
cars, it follows that the same ap- 
plies to used. Inventory control isa 
meaningless term unless you have 
a plan by which to measure your 
inventory. That plan should be 
built around the resources you 
wish to commit, and you have got 
to consider now how much money 
you really do want to put into your 
used cars. 

How will you acquire the mer- 
chandise you need? What sources 
are available to you? 

Let’s consider the first question 

_. the merchandise you need. 
How do you determine your 
needs? If you were beginning from 
a cold start, you would conduct at 
least an informal market survey; I 
mean, you would make some effort 
to find out what was selling in 
your market. So, pretend you are 
beginning afresh. One thing that 
will likely shock you is: the results 
of your survey will not match up 
very well with what you normally 
stock. 

The majority of franchised deal- 


ers rely upon random _ input. 
Many, if not all, of their used cars 
are whatever the new car depart- 
ment takes in trade. This, quite 
frankly, is comparable to calling 
your factory and ordering cars on 
the blind. . . . “Oh, send down a 
dozen of whatever you have.” You 
wouldn’t do that. . . at least not 
willingly. Yet, it is a common 
practice to “buy” used cars like 
this. 

It results directly from what I 
call the “Franchise Syndrome.” 
Sometime soon, take a look at the 
various dealers around you. I'll bet 
the Chevrolet dealer is loaded 
with used Chevys, the Ford dealer 
is heavy on used Fords, and the 
Chrysler dealers are big into their 
own used brands. That is surely a 
new twist on market penetration. 
If you can do no better than 23 per- 
cent new, why do you think you 


these services is free: the oppor- 
tunity to watch the action of the 
market in your area. You will dis- 
cover more than just the current 
price levels. . . . You will learn 
what is selling and what is not. 
You cannot walk away from 
your new car department and the 
random input it provides, but an 
intelligent stock plan can mini- 
mize problems. If you find yourself 
getting heavy in certain units, you 
will take steps to dispose of them 
and thus make room for further 
trades. If they moved slowly due to 
price resistance, that word can 
go back to the new car depart- 
ment. . . . A used car is not al- 
ways worth what it was last week, 
or even yesterday. A_ well- 
thought-out stock plan will pro- 
vide your used car department 
with a sufficiently wide spectrum 
of products to permit them to pene- 


Not too long ago, the used car department was the most maligned and unappreciated profit 
center in the dealership. 


can do 70 percent in the used car 
market? 

Your used car manager should 
be able to deal aggressively in the 
wholesale market—both buying 
and selling. If his activity in this 
regard has been chiefly at the 
curb, let me urge you to direct him 
to the wholesale auctions. There 
are ample reasons for such a move, 
and not the least of them is it pro- 
vides a measure of protection for 
yourself. The modern wholesale 
auto auctions are light years away 
from the early efforts. They are 
managed with skill and integrity, 
and they offer dealers many ser- 
vices. One of the most valuable of 


trate virtually all levels of the used 
car market. You may be restricted 
in your new car stocks, but any 
restrictions you accept in used 
cars are purely voluntary. 

Before we leave the subject of 
the stock plan, think of it as a liv- 
ing and constantly changing 
thing. You cannot sit down with 
your managers and make up a 
stock plan which will function 
effectively forever. Even the re- 
sources you choose to commit 
should be reviewed. . . . Nothing 
is sadder than hearing a really 
good used car manager complain 
that he is restricted financially, 
that the boss has not seen the true 
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(Selling Yourself from page 7) 

lieve it or not, there are cars that 
have only been driven “around the 
block by little old ladies in sneak- 
ers.”) 

The trades that make it to the 
lot for sale are subject to the same 
intensive, aggressive _ sales- 
manship as their new car counter- 
parts. Perhaps even more so. Each 
day the used car is on the lot is a 
day it’s not earning its rent, and it 
is always imperative to move used 
cars swiftly so that more new cars 
can be sold. 

Does that mean a fast hustle of 
the prospect? Of course not. It does 
mean, however, that the used car 
operation pays just as close atten- 
tion to business management, in- 
ventory management, merchan- 
dising, maintenance of facilities, 
salespower, prospecting, advertis- 
ing and promotion and selling 


“Each day the used 

car is on the lotisa 

day it’s not earning 
its rent.” 


strategies as does the new car op- 
eration. 

All of the above spell legitima- 
cy. 

The used car salesman who 
keeps that in mind has nothing to 
worry about as far as image is con- 
cerned. He can sell with confi- 
dence and pride. But to quiet the 
prospect who “expects to be 
taken,” my advice to Roger W. and 
others selling used cars is to be 
absolutely truthful. Never lie to or 
mislead a used car prospect. If you 
do, you kill your image. 

Take to heart this advice that I 
give in one of my books: 

There are two good reasons for 
telling the truth. First, it makes 
you feel good. Second, it’s the only 
way to earn trust and respect from 
others. 

Selling used cars—perhaps put- 
ting a kid just out of high school in 
his first car or providing a second 
car for a family member—can be 
very rewarding and satisfying. 

Selling used cars with honesty 
and truthfulness, along with the 
tried and true principles of sales- 
manship, makes it a very honor- 
able profession indeed. 


growth, and that the boss, instead, 
demands an almost impossible 
rate of capital turnover. 

It is said, and it is true, that an 
operation must have standards of 
reference in order to determine its 
success or failure, and there are 
three commonly used tests in the 
franchised dealer’s used car busi- 
ness. We can speak of unit objec- 
tive, gross objective, or the ratio of 
used cars sold to new cars sold. We 
know that you can meet the first 
two tests and still go broke, but at 
least there is some logic behind 
them. But!!! The ratio of new to 
used: that doesn’t make any sense 
at all. If you were to carry it to the 
ultimate folly, you would come up 
with this: “Since we didn’t sell any 
new cars this month, we don’t 
have to sell any used.” There is 
only one standard to be applied, 
and that is the same for any busi- 
ness: Did the department earn a 
profit consistent with the re- 
sources invested? 

Another good question that 
should frequently come up is, 
“How long do you keep a car in in- 
ventory before you sell it at a 
loss?” When a dealer says, “at a 
loss,” he usually means for a sum 
less than what he has in it. He sel- 
dom takes into account the in- 
direct investment he has in the 
car. Although I have a very defi- 
nite feeling about the subject, I 
will concede that circumstances 
may dictate different solutions. I 
would regard a car old at 30 days. 
Assuming normal market condi- 
tions, why will the car become 
more marketable between 30 and 
60 days than it was within the first 
30 days? (Remember, I said nor- 
mal market conditions—no pro- 
longed blizzards, no known tem- 
porary economic downturn, etc.) 

How you choose to move the car 
is mainly up to you and where you 
are. I would lean toward the auc- 
tion, and I would hope the buyer 
was some guy from out-of-town— 
preferably way out-of-town. I 
would hate to compete with one of 
my own cars. 

With regard—one more time— 
to the random input of taking 
whatever the new car department 
sends down, whether it be a sale- 
able piece or another example of 
too much optimism, keep this in 
mind. If that is your chief source 
and the new car business slows 
down, or if trades drop off, what is 
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your used car department to do? 
Sometimes a side effect of the 
above conditions leads to the 
hang-on complex—holding, on to 
inventory because there is noth- 
ing in the pipeline. 

That is a bad situation, but 
there are others that plague the 
dealer that are even more self- 
made. With respect to one of them, 
do me a personal favor. Could you 
word your ads so that my wife can 
read them? I don’t know why she 
reads them, but she does, and she 
rarely understands them. Consid- 
er this as typical: “A creampuff 
with triple white, buckets and a 
lot of letters which look like 
alphabet soup. All followed by do, 
lo and 36 mo. Thrown in as a bonus 
special is a TW.” 

I carefully translate for her: 
“The car offered is a sled which has 
been through the grinder and the 
massage parlor. It has three Earl 
Sheibs, a lot of add-ons, and a roll 
back. But it can be tripped with a 
reader up-front, without a nod 
from the 3-B or the CU and you 
will tote the load.” At this point, 
she smiles, nods and walks away 
. . . Suddenly turning and asking, 
“What’s a TW?” Now, I explain the 
Texas Warranty as briefly as I 
can, but somehow I feel she is 
missing something. 

Look: if my wife can’t read your 
ads, maybe some bona-fide pros- 
pects can’t either. Are you writing 
them for other dealers, or for a 
typical retail buyer? Give’em a lit- 
tle straight English. . .evenfora 
few cents more. f 


Denny Kuhn is a veteran of some 40 
years with the Ford Motor Co., and in 
the last 10 years of his association with 
that organization, he was very in touch 
with, and involved in, the used car in- 
dustry. Now retired from Ford, he is to- 
day a highly respected independent 
automotive consultant. 


ll of us are looking for 
ways to increase sales, 
and that kind of a quest 
generally entails a rather intense 
review of our advertising pro- 
grams. A full-line truck dealer 
may each month spend out of his 
new-truck budget between $1500 
and $1750 for advertising, promo- 
tion and training, and if he adds 
up what those three items cost him 
in merchandising used trucks, 
parts, and service, the total 
monthly bill can add up to $5000 
or more. A lot of that is advertis- 
ing. 
For that much money, the truck 
dealer had best ascertain whether 
or not he is getting his money’s 
worth. If he is spending an aver- 
age of $25 to $100 per truck for 
advertising, the dollars add up 
surprisingly fast. _ 

Nationwide, retail truck sales 
appear strongest in the spring, be- 
tween March and May. However, 
September, October, and Novem- 
ber seem to be the bigger order- 
taking months. I suggest truck 
dealers research what months 
give them the most orders, and 
consider these the “prime” adver- 
tising months when drawing up 
their forecasts. Your dealership 
should always concentrate on sell- 
ing trucks, but these order-taking 
months afford you the opportunity 
to introduce newer models and 
equipment to the buying public in 
a big way. 

I was asked the other day to de- 
velop a “rule of thumb” for truck 
advertising. After a little thought 
and research, I came to the conclu- 
sion that radio, television and 
newspaper advertising should 
probably be limited to used and 
light-duty vehicles. For heavy- 
duty trucks, I would suggest re- 
lying on direct mail pieces and 
cold calls. 


Pat Close 


The factory does a fair amount 
of advertising for dealers, through 
national trade journals. I would 
encourage dealers to monitor such 
advertising and let the factory 
know what they think of it with re- 
spect to how it affects their 
businesses. 

I am surprised at the number of 
truck dealers who fail to utilize 
the yellow pages. I would think 
truck dealership sales, service and 
parts listings in that book would 
be standard practice. 

Truck dealers should be aware 
of the legalities of advertising, 
whatever the medium. The key 
words are “unfair” and “decep- 
tive.” If anything you do even 
hints at these words, you might be 
leaving yourself open to a lawsuit. 

A rule of thumb has to be adher- 
ence to a “code of ethics.” Stan- 
dards set by the Better Business 
Bureau, for example, can help a 
truck dealer avoid problems. And 
you had better be aware of federal 
and state disclosure laws. 

Advertisements should be abso- 
lutely accurate. What you may 
consider trivially or harmlessly 
deceptive or misleading may sub- 
ject you to considerable harm from 
someone who doesn’t care to agree 
with you. Never agree with other 
dealers to charge the same prices. 
Do not advertise “fixed and agreed 
upon” prices. 


Avoid advertising an item as 
“free” if any extra monetary con- 
sideration flows to the dealer. If an 
item is truly “free,” it is part of the 
basis of the bargain and the cus- 
tomer should not be charged for it. 


Do not advertise that vehicles 
are in inventory if you only have 
them on order or if they are other- 
wise not readily available. It is 
considered a deceptive business 
practice to lure customers into the 
dealership with the promise of a 
vehicle you do not have and to then 
try to sell the customer something 
that you do have. This illegal prac- 
tice is called “bait and switch.” 

It is a fraudulent practice to sell 
a used vehicle as a new vehicle. 
State laws often define what con- 
stitutes a “used” vehicle, so check 
your state laws for compliance. 
FTC rules require dealers to sell a 
vehicle as “used” if it has been pre- 
viously titled or if the vehicle has 
more miles on it than needed for 
“get-ready.” 

Vehicles and services should be 
advertised on merit and not by 
making unfavorable comparisons 
to competitors in the industry. It is 
only fair and proper to treat fellow 
dealers this way. Make sure both 
you and your employees believe in 
the product lines you carry. Don’t 
be labeled by others as the deal- 
ership that bad-mouths others. 


Advertising often comes by 
word-of-mouth from truck custom- 
ers and drivers. There is no substi- 
tute for a good dealership reputa- 
tion that promotes fair and honest 
treatment along with courteous 
and complete service. The truck 
market will continue to be tight 
through the rest of 1981, so make 
sure your advertising dollars are 
being maximized and that your 
dealership goodwill continues to 
grow in your locale. fE 


ET 


This column is prepared exclusively for automotive executive by Patrick R. Close, director of NADA’s American Truck Dealers Division. All inquiries should be 
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Irving Blackman 


The Reagan Wheel of Fortune 


he Reagan “Economic 

Wheel of Fortune” is a 

smaller and faster machine 
than the old Carter model. It can 
crank out 15 decisions per week, 
but with respect to its pre-pro- 
grammed capabilities—balancing 
the budget, stopping inflation, 
cutting unemployment, increas- 
ing productivity, etc., it’s not too 
far removed from much of the stuff 
that’s on last year’s model. As a 
matter of fact, the Reagan model 
only has three changes: the “Get 
Business” space has been replaced 
with a “Leave Business Alone” 
space; “Tax Cut” appears on every 
space and is 100 _ percent 
guaranteed; and finally, there is a 
new (but very small) “Solves All 
Problems” space. (The warranty 
on the latter, however, expires one 
year after inauguration day.) 


The tax cut puzzle 


The tax cut situation is a 1269- 
piece, highly scrambled puzzle, 
and it seems that at least 15 per- 
cent of the pieces are missing. 
However, I’ve put what there is 
together, and here are my predic- 
tions: 


Some basic observations 


Ronald Reagan will keep his 
campaign tax promise—there will 
be a tax cut. The big questions, of 
course, are: for whom?... how 
much?... and, when? 

Don’t take your eye off the ball 


for even a minute, and be aware 
that there is more than one game 
going on. You see, a tax cut with- 
out at least an equal or greater cut 
in government expenditures 
means a greater deficit, which 
means Washington must get extra 
bucks (by either printing them or 
by higher taxes) to pay the in- 
creased interest, which is infla- 
tionary, which slows the auto and 
building industries, which causes 
layoffs ... you get the idea. 

What we will not get is just as 
important as what we will get. 
There are many important areas 
in the tax picture that will not 
change. 

Our basic tax structure will re- 
main intact—a_ self-assessment, 
graduated income and estate (in- 
cluding gift) tax system. There 
may be some talk about two so- 
called “consumption taxes”—a 
value-added tax and an expendi- 
ture tax. A “value-added tax” is 
similar toa sales tax. A sales tax is 
collected at or near the final point 
of sale, and a value-added tax is 
collected as goods move through 
the production and distribution 
system. Like a sales tax, it is not 
graduated, and prices would prob- 
ably be increased by the amount of 
the tax. 

An “expenditure tax,” on the 
other hand, is a personal tax on in- 
dividual income, less savings. 
Simply put, the tax is triggered 
when money is spent. The logic of 
the tax is: it is more appropriate to 


tax what people withdraw from 
the economic system than it is to 
tax what they earn in it. But, like 
the income tax, this tax is also 
graduated. 

Neither of the consumption 
taxes will see the light of day. 

A few other concepts will prob- 
ably be kept in the dark. Tax re- 
form seems to have been shelved. 
“Tax reform” usually means clos- 
ing loopholes, so that those who 
have been benefiting from the 
loopholes will have to pay more 
tax. So far, the Reagan camp has 
not embraced this concept. 

There will be one exception to 
the go-slow on tax reform. That is: 
tax shelters. Congress will, it 
seems, keep up the pressure to des- 
troy all those not-universally- 
admired tax shelter schemes— 
BORN OR UNBORN. 

What about indexing? Well, in 
theory, it is a winner. Indexing 
will remove the inflation factor 
from your tax bill. It will leave you 
with the same amount of spend- 
able income, after taxes, no matter 
how high inflation goes. Sounds 
good, huh? Try these problems on 
for size: do you adjust the tax 
brackets for income, exemptions 
and the like automatically each 
year, or should the adjustment be 
discretionary? Then the whizzes 
in Congress can use their flawless 
political judgment to help make 
the index “right.” Would you add 
the gains from inflation as well as 
subtract the losses? Of course, 
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debtors would include in income 
the decline in the real value of 
debt, while creditors would deduct 
an equal amount for the reduction 
in the real value of their claims. 
Right? [ll bet your answer de- 
pends on whether a debtor or cred- 
itor you “be.” Our new president 
has promised “to compensate for 
inflation” by indexing personal in- 
come tax rates as soon as his three 
10 percent annual tax cuts have 
been implemented. That’s a safe 
promise—it’s at least more than 
three years away, and the public 
will probably forget it by then. Mr. 
Reagan certainly will. 

As I said, though, we will get a 
tax cut. It should be at or near the 
10 percent per year for three years 
as promised. The political cam- 
paign rhetoric was an “across-the- 
board tax cut.” I doubt that will 
happen. Do you consider yourself a 
middle- or upper-income person? 
Do you save and/or invest your ex- 
cess cash? If so, you most likely 
will be one of the chosen people to 
receive heavy benefits from the 
tax cut. 

Reagan’s advisors claim the tax 
cut will spur production and in- 
crease economic growth. Result: 
more income, so the extra reve- 
nues will more than offset taxes 
lost to lower rates; deficits would 
shrink rather than rise. Personal- 
ly, I like the tax cut idea, but 
would rather rely on reduced gov- 
ernment expenditures to make up 
any tax collection shortfall. Tax 
cuts without a realistic target date 
to balance the budget are a fool’s 
paradise. 


The tax outlook for business 


The new administration wants 
to increase productivity and the 
capital base. Accelerated depre- 
ciation is being billed as the star of 
this show. The 10-5-3 depreciation 
system iaas perfect credentials for 
the part. This system would per- 
mit businesses to depreciate struc- 
tures over a ten-year period, 
equipment over five years, and up 
to $100,000 of cars and light 
trucks over three years. It, or some 
modified accelerated depreciation 
system, will become law. You can 
bet on it. 

Increased investment credits 
and specials credits for troubled 
industries—like the steel and 
automobile industries—have a 


strong likelihood of becoming law 
along with the fast depreciation 
package. Why? It would reduce 
the cost of capital, thus encourag- 
ing a building of the capital base. 

As we said last month, the social 
security tax is rising like a hot air 
balloon. On January 1, the social 
security earnings limit rose to 
$29,700 at a 6.65 percent rate, up 
from $25,900 and 6.13 percent. If 
adjusted for inflation only, the 
new limit would be $27,800. 

The system is not funded, and 
therefore, the payroll taxes are not 
stored up or invested but are paid 
out as current benefits. In effect, 
benefits, earned in earlier years, 
are made out of taxes paid current- 
ly by the working generation. 
Given the current inflationary 
spiral, it makes no sense to add an 
estimated $6.5 billion to 1981 em- 
ployer costs. At least the balloon 
can come down when it runs out of 
hot air. A tax credit to eliminate 
all or a portion of this 1981 payroll 
tax increase is a good bet. 

Remember the dividend relief 
debate in 1977 and 1978? There 
was some hope for eliminating or 
reducing the double tax to owners 
of corporate stock. However, don’t 


count on the idea being revived. 
Tax relief to corporations will 
come in the form of reduced tax 
rates. How much? The reduction 
will probably be in the same 30 
percent range as for individuals, 
to be phased in at the rate of 10 
percent a year. 


Other tax changes in the wind 


Following is a list of likely tax 
changes to be made by the Reagan 
administration: 

The Windfall Profits Tax. It will 
probably be repealed or modified. 
Small royalty owners and small 
independent producers should be 
taken off the hook in any event. 

Capital Gains Tax. The capital 
gains tax rate will probably be lo- 
wered when individual rates are 
lowered. Look for some mecha- 
nism for indexing capital gains, to 
eliminate or cushion the inflation 
factor, after the basic Reagan tax 
program is in place. 

The Marriage Penalty. The 
Reagan team has an opportunity 
to do as much for marriage as 
Cupid. How? Reduce the marginal 
tax rates of married couples where 
both are wage earners. The ad- 

(Continued on page 46) 
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FILL 


Tax Legislation 


erry Hayes, NADA director for the State of 

Utah, testified before the Senate Banking Com- 

mittee recently on the problems confronting to- 
day’s dealer body. This appearance by NADA before 
the Committee is noteworthy in that it came on Janu- 
ary 7th only the second day of the 97th Congress. 
Perhaps it was a signal that the Congress may be 
ready to listen to, and act on, important dealer issues. 
Hayes was asked to appear before the Committee by 
his life-long friend Senator Jake Garn, the new 
Banking Committee Chairman. 


In his testimony, Utah’s director cited the record 
high interest rates as the chief reason why over 1600 
dealers were forced to close their doors in 1980 and 
why hundreds more were left “hanging on by their 
fingernails.” Blaming the monetary policies of the 
federal government for creating this rapid escalation 
of interest rates, Hayes said such policies must be 
viewed as a “conscious attempt and willingness” on 
the part of the federal government to make the auto- 
mobile industry the sacrificial lamb. Something is 
not right, he said, when government policies force the 
collapse of such a vital national industry as the auto 
industry definitely is. 


Hayes concluded his testimony by stressing the im- 
portance of finding a more effective way of bringing 
inflation under control than the current interest 
ratio manipulations. If this cannot be accomplished, 
he said, then other methods must be instituted to lift 
the disproportionate share of the national burden off 
the shoulders of the small business automobile deal- 


er. 
With the new Republican administration making 
tax cuts their number one priority, we are certain to 
see a tax reform package of one shape or another. Fol- 
lowing is a brief discussion of areas of major concern 
to NADA which we hope will be included in the pack- 
age. 

Tax Credits—NADA feels the best way to stimu- 


late the sale of new automobiles and trucks at this 
time is to enact a temporary tax credit. The credit of 
$500 would be offered in connection with the pur- 
chase of a new vehicle, and would best accomplish its 
goal if it were limited to no more than one year in 
duration. A program such as this would result in over 
700,000 additional sales and put over 160,000 work- 
ers back to work. 

Capital Cost Recovery—Enactment of the Capital 
Cost Recovery Act, also known as 10-5-3, would pro- 
vide the mechanism for the small business dealer to 
recover his capital investment more rapidly. This 
would be accomplished through the streamlining and 
simplification of current depreciation schedules, 
doing away with today’s “useful life” methods. Under 
10-5-3, buildings would be on a 10-year schedule, 
equipment and other tangible property on a 5-year 
schedule, and automobiles and trucks would be de- 
preciated over 3 years. 

“Open End” Leasing—During 1979, the IRS ruled 
that “open end” auto and truck leases should be treat- 
ed as conditional sales for the purpose of tax treat- 
ment. At the same time, the IRS elected to enforce 
this new rule on all prior years. This would force deal- 
ers to file amended returns, giving up the investment 
tax credit and depreciation. NADA will pursue 
through legislation the overturning of the retroac- 
tive element of this IRS ruling. 

Federal Excise Tax—NADA strongly favors the re- 
moval of the Federal Excise Tax imposed on trucks 
and truck parts. At this time, with the Highway Cost 
Allocation Study in progress, NADA believes that, at 
a minimum, the point of collection should be changed 
to the time of sale to the ultimate purchaser. This 
would accomplish two purposes. First, it would 
alleviate the burden on the dealer of carrying a 10 
percent inflated cost of inventory which causes a se- 
vere drain on cash flow. Secondly, it would help 
eradicate problems now found with regard to “fur- 
ther manufacturing.” 


5858588888 a 


wr : , ' . ee ae ny 8 . 5 s intended t 
This is one of a series of monthly columns dealing with legislative issues of concern to franchised new car and truck dealers. It is inte 


o provide a brief 


summary of those actions either already taken by the Congress or currently pending which will impact on your business. 


oe: CCC... ee 
——e—e—ea—_=—_0—_O0O““O’Yeeeee 


18 AUTOMOTIVE EXECUTIVE, MARCH, 1981 


om Sone oo 


ae ere eae —Sooeenrey ny wie itt etn 8 
ea" ¥ 


ope alone 


EEL ORCA | eae tt amet a fo 


pened in the two years after 
the Arab oil embargo and the 


OPEC price rises of early 1974 in 
terms of a barroom softball team I 
once played with. One year, after 
the regular season, we decided, 
just for fun, to enter a very tough 


wrec 


of the 
auto 


Industry 


Copyright © 1980 by Harper's Magazine. All 
rights reserved. Reprinted from the 
November 1980 issue by special permission. 


1 LIKE TO think of what hap- 


By William Tucker 


part 2 
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local tournament. We won the 
first game by forfeit, and somehow 


the word got around that we were 
a good team. A lot of people 
showed up to see us play the next 
game. 

As it turned out, the other team 
was very, very good, and we were 
not good at all. In the first inning, I 
think they scored about eight runs 
before we got anybody out. Our 
side went down without a whisper. 
Being rather professional about it, 
the other team started goofing off. 
Their pitcher began lobbing the 
ball, begging us to hit it. Their 
runners started trying to stretch 
singles into home runs. On the last 
play of the game, they whipped the 
ball around the entire infield be- 
fore throwing our runner out at 
first. I don’t think we ever scored. 
We left the field entirely dejected 
and humiliated. 


What was so remarkable, how- 


“The auto 
companies were 
100 percent behind 
the Ford 


administration’s 
proposals.” 


ever, was what happened after- 
ward. As we went back to sitting 
around the barroom that winter, 
the story began to change. By 
October, we hadn’t really played 
such a bad game, but had just let 
them get too far ahead in the first 
inning. By December, it was our 
starting pitcher who had been the 
problem (we had changed pitchers 
somewhere in the middle of the 
disastrous first inning). If only we 
had started our second pitcher, 
things would have been close. I re- 
member trying to point out that 
the other team hadn’t exactly been 
trying after the first inning, but to 
little avail. By February, it was 
our starting pitcher who had 
blown the game, and he wasn’t 
coming around to drink anymore. 
I moved away in the spring, but I 
think if ’'d hung around until 
June the story would have been 
that we actually won the game, 
but were robbed by some in- 
appropriate decision by the 
scorekeeper. 

The public interpretation of the 


1973 energy crisis underwent a 
similar transformation from the 
realistic to the mythical between 
1973 and 1975. To anyone living 
through the events, what was hap- 
pening seemed perfectly obvious. 
The Arabs, in retribution for the 
West’s support of Israel during the 
1973 October war, stopped send- 
ing oil to Western countries in 
November. The oil companies, 
faced with obligations around the 
world, decided to “spread the pain 
around equally” and cut back de- 
liveries uniformly to all the con- 
suming countries. They hardly 
had a better choice. The embargo 
soon ended, but in the meantime 
the producing countries had dis- 
covered their enormously im- 
proved market advantages and 
raised the price of crude oil to four 
times its previous level, from $2 to 
$8 a barrel. In comparison, the 
near-doubling of the price of gas at 
the pump in the United States, 
from about thirty to sixty cents, 
was rather modest. 


Y EARLY 1975, President 

Ford had been in office six 

months and was showing a 
determination to take control of 
the situation. He proposed that 
the already hopelessly outdated 
price controls on oil be phased out 
over a short period of time, and 
that Americans start paying a 
world price for oil. Even at this 
point, oil remained the only com- 
modity in the entire economy that 
was still under price controls from 
President Nixon’s 1971 order. 
Ford’s proposal had all the uncom- 
plicated logic of a person who does 
not plan to exhaust himself and 
the nation trying to wrestle with 
the laws of supply and demand. A 
world price on domestic oil would 
stimulate domestic production, 
which had already started to lag 
because of price controls. In addi- 
tion, it would put us in a world 
market and convince the Amer- 
ican people that the shift in global 
economics was real and that it was 
time to start conserving energy. 
One of the most obvious results 
would be to move Americans to- 
ward a “world car,” the kind that 
Europeans and Japanese had been 
driving for decades, not out of the 
goodness of their hearts, but be- 
cause their governments were in- 
telligent enough to tax the price of 
gas to nearly $1 above the 
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world-market level to minimize 
their dependence on imported 
fuels. The auto companies—far 
from being wedded to the 
vanishing era of the big car—were 
100 percent behind the Ford ad- 
ministration’s proposals. 

On January 21, 1975, with oil 
price controls about to expire and 
Congress once again promising to 
renew them, President Ford 
slapped a $2-a-barrel import 
charge on foreign oil, in order to 
discourage consumption and to 
show the Congress that he meant 
business about moving toward a 
world price of oil. (Consumer 
groups immediately challenged 
the action, and by July it had been 
overturned in federal court.) At 
this point, Ford was holding out a 
number of options—gradual price 
decontrol, Sawhill’s $1-a-gallon 
tax, or some combination of both. 
Congress, however, had other 
ideas. 


"Instead, 1975 
turned out to be the 
year Americans 
learned the’73 
shortage was a 
hoax.” 


The year 1975, instead, turned 
out to be the year that Americans 
learned that the 1973 gas shortage 
really had nothing to do with Arab 
cartels, but was actually an oil- 
company hoax designed to push up 
profits. Immediately after the 
embargo, only a handful of people 
had been willing to argue that 
America’s position vis-a-vis the 
global economy had not changed. 
Ralph Nader was one of the few 
people who argued as early as 
1974 that there was “plenty of oil 
in the world,” and that the whole 
reversal of 1973 was just an 
oil-company ploy to raise prices. 
But as the Congressional debates 
over price decontrol warmed up in 
1975, the story began to change. 
Almost two years after the events, 
reporters and politicians suddenly 
discovered that things hadn’t real- 
ly happened the way they seemed 
after all. Investigative reporters 
began to turn up stories of various 
Machiavellian machinations by 
the oil companies to “rip off” the~ 
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American public for “obscene prof- 
its.” In July, 1975, “NBC Nightly 
News” ran a week-long investiga- 
tive report clearly suggesting that 
the entire energy crisis had been a 
put-on. “There are persistent re- 
ports that oil-company tankers 
were stationed offshore, fully 
loaded, waiting for prices to go 
up,” intoned the reporter, and the 
screen quickly flashed pictures of 
tankers wallowing at sea without 
any indication that these were 
simply old film clips. What had 
been mere figments of the imag- 
ination suddenly became form and 
substance through the video mira- 
cles of the nightly news. 


Lower prices, larger cars 


Y FALL there was a full- 

scale fury in the land. The 

papers spoke repeatedly of 
a “virtual rebellion of public opin- 
ion against the oil companies” and 
said over and over again that peo- 
ple are “convinced that the energy 
shortage is an oil-company hoax.” 
The Democratic-controlled Con- 
gress, partly riding this rebellion 
and partly creating it, was ready 
to take action. Becoming in- 
creasingly defiant of President 
Ford, the Democrats announced 
that they were not only going to 
keep oil under price controls at 
least through 1979, they were 
actually going to “punish” the oil 
companies by lowering the price of 
oil for the election year of 1976. “I 
don’t care whether President Ford 
signs this bill or not,” said a de- 
fiant California Democratic con- 
gressman in reporting the legisla- 
tion out of committee. Sen. Henry 
Jackson, of Washington—invari- 
ably described in the papers as 
“the Senate’s leading authority on 
energy”’—announced that Amer- 
icans would be paying no more 
than 10 cents more for gas by 1980 
and said that there was a suffi- 
cient Democratic majority in both 
houses to override any veto. Jack- 
son consistently argued that high- 
er prices would do nothing to make 
people conserve gas. 

By early December, the Demo- 
cratic majority in Congress had 
passed its bill. The Federal Ener- 
gy Administration was command- 
ed to “roll back” the price of oil by 
more than $1 a barrel by Febru- 
ary, 1976. The amount was chosen 
so that the price of gas would de- 


cline “at least one or two cents” at 
the pump. The amount of the roll- 
back was regarded as so important 
that it actually became the focus of 
Congressional debates. After it, 
oil prices would be allowed to rise 
only gradually, just above the rate 
of inflation, with a maximum of a 
10 percent increase a year. The 
numbers quoted most widely in 
the papers indicated that Amer- 
icans would probably have to pay 
no more than sixty-seven cents per 
gallon of gas by 1980. In addition, 
there was wide speculation that 
Congress would eventually extend 
price controls beyond that date. 
The Era of Cheap Gas had been 
saved. 

Since it was obvious, even to the 
most “consumer-oriented” Demo- 
cratic congressman, that this iron 


“There was 


agreement on what 
the bill would do.” 


grip on oil prices would destroy 
any incentive to conserve fuel, the 
corporate average fuel economy 
standards were tacked onto the 
bill. These mandated that the auto 
companies improve their “fleet 
average” of gas mileage by two 
gallons per year to 20 mpg in 1980 
and then 27.5 mpg in 1985. Oil 
conservation, it emerged, would 
be a matter for the auto com- 
panies, rather than the public, to 
worry about. 

Surprisingly, there was general 
agreement among the Democratic 
proponents of the bill, their Re- 
publican and producing-state op- 
position, the Republican adminis- 
tration, the oil companies, and just 
about everyone else who took time 
to think about it, as to what the 
1975 Energy Policy and Conserva- 
tion Act was going to do to oil im- 
ports. It was going to raise them. 
The oil companies, pointing out 
the simple laws of supply and de- 
mand, noted that legislative 
underpricing would raise consum- 
ers’ demands, while discouraging 
production by domestic drillers. 
(The price controls, of course, only 
applied to domestic oil, since there 
was nothing Congress could do 
about fixing the price at OPEC.) 
This would create a_ shortfall, 
which would have to be made up 
by imported oil, sold at profits be- 
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low the marginal level. (Eventual- 
ly the pricing mechanism was jug- 
gled in order to encourage more 
imports to fill the supply gap.) 
President Ford’s staff studied the 
problem and agreed that con- 
tinued price controls would in- 
crease imports, then at about six 
million barrels per day. “The num- 
ber-one priority of this adminis- 
tration is to diminish America’s 
dependence on imported oil,” said 
the president. The Senate Budget 
Office made its own study and also 
found—not surprisingly—that the 
conclusion was unavoidable. The 
price-control policy would make 
the nation more dependent on im- 
ported oil, probably by at least 
200,000 barrels per day. 

But the Congressional Demo- 
crats weren’t interested in the 
problem. In fact, they had started 
saying that dependence on im- 
ported oil was “inevitable” and 
should be accepted as a “fact of 
life.” The New York Times re- 
ported that the bill “reflects the 
professed belief among most Con- 
gressional Democrats that the 
main threat today is the harmful 
effect of high oil prices on the econ- 
omy. The Democrats believe that 
the threat must be met by control- 
ling domestic crude oil prices, 
even at the risk of fostering great- 
er dependence on foreign sup- 
pliers.” Pointing to the obviously 
unintended irony in the bill’s ti- 
tle—the Energy Policy and Con- 
servation Act—the Times noted: 
“The legislation will clearly have 
a greater impact on the economic 
consequences of oil prices than on 
conservation.” 

At the last minute, President 
Ford’s new Energy Czar, Frank G. 
Zarb, came up with some trans- 
parently fudged figures that pur- 
ported to show that with “a little . 
bit of this and a little bit of that” 
(200,000 barrels saved from coal 
conservation, 100,000 from im- 
proved fuel economy—solar ener- 
gy had not yet entered the pic- 
ture), the bill could actually re- 
duce imports to three million bar- 
rels per day by 1978. “Without the 
bill, imports would have risen to 
eight million by 1978,” intoned 
Zarb. (By 1978, they had actually 
reached 8.3 million.) President 
Ford was feeling the heat. He had 
already sacked Sawhill because 
his $1-a-gallon tax proposal had 
become such a political liability. 


On December 21, 1975, faced with 
a certain override in Congress and 
already worrying about his own 
reelection, Ford signed the bill. 


An orgy of consumption 


T IS ALMOST heartbreaking 
I: contemplate how simple it 
would have been in 1975 for 
Americans to absorb the full mea- 
sure of world pricing and begin the 
task of converting the nation to 
greater energy efficiency. The 
world price of oil at that moment 
was $11.28 per barrel. New Amer- 
ican oil was being controlled at 
$8.65 per barrel, with some “old 
oil” still being held as low as $5.25 
(the categories became more 
Byzantine as time went on). There 
are forty-two gallons in a barrel, 
which means that the maximum 
increase from a $1-a-barrel in- 
crease is less than 2.5 cents per 
gallon. In fact, it probably would 
have been about one cent per gal- 
lon, since the price of crude oil is 
only a fraction of the complete 
price of gasoline. Thus, immediate 
decontrol in 1976 would have 
raised the price of gas by less than 
ten cents per gallon at worst. 
Domestic drillers would have gone 
to work, people would have begun 
to conserve, and it seems doubtful 
that our imports would have ever 
surpassed the 1975 high-water 
mark of about 37 percent (as it 
was, they rose to nearly 50 percent 
by 1979). “The opportunity to 
move toward smaller cars,” as Sec- 
retary Goldschmidt recently said, 
“would not have been missed.” 
But instead, the Democratic 
majority tried to play guardian 
angel to the public, assuring them 
that, no matter what might hap- 
pen in Saudi Arabia or Indonesia, 
an evangelic Congress could al- 
ways wrestle the oil companies to 
the ground and give American 
consumers eternal access to cheap 
energy. The orgy of consumption 
that followed this “victory” fell 
just short of being a national dis- 
grace. 


Records for Cadillacs, 
not Chevettes 


N FEBRUARY 13, 1976, 
after covering the annual 
convention of auto dealers 


in Detroit, the New York Times 
ran a story headlined “Car dealers 


feel a mood in the nation for more 
and bigger autos.” The story men- 
tioned that reporters at the con- 
vention were so startled by the 
dealers’ anticipations that they 
openly accused the auto sellers of 
trying to create the mood them- 
selves. From the story, however, it 
is clear that the reporters had not 
been paying attention to what was 
happening in Congress, while the 
dealers had. “I’ve been calling peo- 
ple up for months and they keep 
telling me, ‘Wait just a few more 
days, I want to see what 
happens,’ ” said one dealer. “Then 
just last week, things broke. The 
first customer that came in, I tried 
to sell an intermediate wagon. But 
they insisted on buying the big 
one.” 

The timing was not surprising. 


“Ford’s new Czar 
came up with 
fudged figures.” 


Only a week before, on February 
3, the Federal Energy Adminis- 
tration, with much fanfare, had 
taken the first steps of im- 
plementing the Energy Policy and 
Conservation Act by rolling back 
the price of oil by $1.09 a barrel. 
The one or two cents reduction at 
the pump did not materialize, but 
the psychological implications 
were clear. “The war is over,” was 
the comment of one auto dealer. 
“We cannot let the energy crisis be 
solved by the free market.” 

Only a few months before, Hen- 
ry Ford II had been publicly apolo- 
gizing because, at the height of the 
gas shortage in early 1974, he had 
overruled Ford president Lee 
Iacocca and decided not to build a 
front-wheel-drive “minicar” pat- 
terned after new Japanese models. 
(Hooking the engine into the front 
wheels eliminates both the drive- 
train and the central floor 
“hump,” thus creating more room 
inside; it has been a major advance 
in building small cars.) Ford said 
it would now be selling a Euro- 
pean-built minicar by 1977. 
General Motors had already un- 
veiled its first world car, the 
Chevette, which was put together 
from European designs and 
appeared in the showrooms by 
September, 1975, less than two 
years after the embargo. The 


Chevette had tied Datsun for the 
best mileage of any American-sold 
car (33 mpg, EPA estimate), and 
GM was anticipating 300,000 
sales. Yet, suddenly, small cars 
had become very passe. 

By the end of February, GM re- 
ported that its overall production 
was up 71 percent over the pre- 
vious year, but Vega sales were 
doing so poorly that it was laying 
off 1,050 workers at the Lordstown 
plant. The Chevette was selling so 
badly that the company was 
already cutting back production at 
the Wilmington, Delaware, plant, 
and had postponed plans to open a 
second production plant in South 
Gate, California. Ford reported a 
huge demand for Mercuries and 
Lincolns, but was temporarily 
closing its Metuchen, New Jersey, 
plant for assembling Pintos and 
Mercury Bobcats (an almost iden- 
tical subcompact) because of poor 
sales. Chrysler reported a 100 per- 
cent increase in production of big 
cars. Overall, the Big Three’s sales 
were up 25 percent, but AMC was 
only up about 5 percent. Sales of 
imported cars declined 21 percent. 

In March, the Big Three boomed 
ahead 42 percent, while AMC 
sales started declining—a pattern 
that was to continue unabated 
over the next three years. GM re- 
ported all-time record sales of 
Oldsmobiles, Buicks, and Cadil- 
lacs. Ford said it expected similar 
records for Lincolns and Mercu- 
ries. Chrysler had the best im- 
provements of all, with overall 
company sales up 56 percent from 
1975. By April, the trade maga- 
zines were talking about “a spring 
market that just won’t quit,” with 
industry sales rushing ahead at 55 
percent above the previous year. 
“Imports and domestic subcom- 
pacts are the only two soft spots,” 
said Ward’s Automotive Reports, 
the Domesday Book of the indus- 
try. GM had a six-month supply of 
Vegas and permanently elimi- 
nated the second shift at Lords- 
town. 

By June, Ford and GM reported 
that their Oldsmobile, Cadillac, 
and Lincoln-Mercury divisions 
had set sales records in each of the 
first six months of the year. Henry 
Ford II, reporting to a_ stock- 
holders’ meeting, said that buyers 
were “less interested in fuel econo- 
my this year than we thought they 
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Our national ad campaign is telling 


customers how GM's Conti 7 
Plan can save money for —- 


i; 


; 
“These days we really have to : 
a watch our expenses. So when ‘ 
oom we bought our new GM car, Mare at Continous | 
Fa we got the GM Continuous Sergi pe 
p otection Plan too. It offers low-cost protec- | 
? tion against major repel 
bills for up to 4 years } 
or 50,000 miles. \ 


GM's Continuous Protection Plan is 
inflation-fighting option that goes — 
well beyond GM's new-vehicle timitt, | 
warranty. Even beyond GM's 24- 
month/24 000-mile Power Protecti@ 
Plus warranty on 1981 vehicles. 
Depending on the plan you ~ 
at purchase time, protection on ce 
ered repairs can extend for as long 
4 years or 50,000 miles. And once | 
your new-vehicle warranty expire 
you pay only $25 per visit on cove 
repairs. GM pays the rest! 


The built-in convenes 
of car rental and tow” 


allowances. . 
The GM Continuous Protection ) 
also offers bonus features that ¢ 
hance your new-vehicle warra? N 

extend for the life of the Plan. l 
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And towing allowances up to $ 
occurrence. . 


. 


: 
« 
major assembl i d Canada 
j the United States and \é ; 
seer | reserve you: Ante, you 
. e 
| cn in smission Panne eo 
| a a cond joning cardand toll-free iad : ne 
| > tease line telephone num 
t nding on the 
) : ae pe GM covers UP to it’s transte ‘on for 


added value. 


- an 
; ee, you can 
rear-wheel drives, cooling and For a nominal $25 fee, y 


fuel, steering, front suspen- 


, ical system 
sion, brakes; ne Of course, 


ir condition : M vehicle, or 
sich things a ties np co parte the Planandre 
or normal mainte yor orated cash refund. 
’ ed. See your ceive a pr vehicle 
; are not cover’ x tect your new 
| dealer for full coverage de : do wath the GM Con- 
\ = tinuous Protection oll 
: \y Choose the coverage Available only from Gen 
's right for you Motors. 
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Here’s how 
it can make 
money for you. 


In the next few months, millions of people will be 
reading about the GM Continuous Protection Plan 
in an extensive list of national magazines. Many of 
those readers are potential customers for your 
dealership. And with just a little work, they can 


become a steady source of additional new profits 
for you. 


BIG PROFITS, TOO. 
That’s right. Under our new discount structure, 
base profit potential has been increased 
Significantly. What’s more, we’re continuing the 
Sales penetration bonus program, which lets you 
earn even more. For example, on group C cars at 
the 30% bonus level, and group C light trucks at 
the 22.5% bonus level, with the new base price 
discount you can now earn up to $100 if you 
choose to sell the 36/36 Custom Plan at the 
Suggested selling price. 


MORE BENEFITS. 


It is important to remember that GM will pay you 
for parts up to list and labor at your retail rate for 
work performed under the Plan. Which means 
your profits won’t be cut by the effects of inflation 
as time goes by. That’s protection you can’t do 
without these days. We also pay you direct, 


usually within five days, without a lot of hassle 
and paperwork. 


KEEP THE GM CONNECTION. 
Don’t pass up this timely and important source of 
potential income. Make sure your salespeople 
talk about the Plan with every 
customer. They’ll have heard 
about it and read about it. 
But they need your help to sign 
up for it. 


would be,” and reiterated that 
Ford had made the right decision 
in deciding not to build a new 
minicar. The company had closed 
subcompact plants in Metuchen 
and Kansas City, but had four 
large-car plants working on dou- 
ble shifts. Volkswagen sales were 
down 48 percent from the previous 
year, and imports, after reaching 
an all-time high of 18 percent of 
the market in 1973, had shrunk 
back to 14 percent. By the end of 
June, American Motors had closed 
most of its assembly plants and 
had indefinitely suspended pro- 
duction of its Pacer and Hornet. 
Less than a year after its execu- 
tives had been hailed as geniuses, 
AMC had seen its market share 
descend from 5.2 to 2.2 percent. 
AMC president Roy Chapin, a 
voice crying in the wilderness, ex- 
pressed the plaintive hope that the 
trend was only temporary, and 
asked again that the government 
think about raising the price of 
gas. 

By July, American subcompacts 
had shrunk from a high of 13.3 
percent of the market in 1975 to 
7.4 percent. Imports had fallen to 
13.2 percent. GM already had a 
five-month inventory of its 33- 
mpg Chevette, and the car was 
being labeled “the right car at the 
wrong time” by industry analysts. 
“Some are calling it the most cele- 
brated case of bad timing since the 
Edsel some 20 years ago,” reported 
the papers. GM had already low- 
ered its sights from 300,000 sales 
to 150,000, and few industry 
observers felt they would sell that 
many. AMC sales were now down 
50 percent, and the company was 
starting to lose money. Imports 
had their worst summer since 
1970. On the other hand, the Big 
Three were now starting to report 
temporary shortages of big cars. 
By September, GM only had a 
fourteen-day supply of Oldsmobile 
Cutlasses and had almost com- 
pletely run out of Cadillacs. 
Chrysler had less than a month’s 
supply of its biggest cars, and Ford 
had less than a twenty-day supply 
of Lincolns and Mercuries. “Most 
executives and dealers attribute 
the pickup to large-car owners 
who put off buying a car to see 
what would happen to the price of 
gasoline,” commented the New 
York Times. By the end of Septem- 
ber, practically all the big cars had 


disappeared from the showrooms, 
and dealers reported that people 
were turning to small cars because 
“there’s nothing left to buy.” 


HERE IS NO use in shed- 

ding crocodile tears for the 

auto companies. All of them 
made money out of this—except 
for Chrysler, which began to lose 
money in 1978 because its 
strength was in the compact end of 
the market, and American 
Motors, the nation’s small-car 
company, which went into an un- 
relenting decline and by 1978 was 
asking for a federal bail-out. The 
problem was that the corporate 
average fuel company standards, 
which started requiring greater 
fuel efficiency in 1977, put the 
companies exactly where they did 


“33 percent 
believed we were 
self-sufficient.” 


not want to be—in a position 
where they had simultaneously to 
satisfy the public’s appetite for big 
cars and meet the federal regula- 
tions. Many industry analysts felt 
it simply could not be done. 

Had gas prices been allowed to 
rise in 1976, the auto makers 
could have simply “followed the 
market down” to smaller cars, 
with Ford and GM possibly being 
hurt while Chrysler and AMC did 
better. Instead, as the solution 
emerged, the companies would 
have to engage in a massive re- 
tooling of their entire line of 
cars—a “downsizing”—so that the 
public could at least think it was 
still buying full-sized Mercuries, 
Chryslers, and Buicks, even 
though it would be getting some- 
thing very different. The implica- 
tion of the contradictory Congres- 
sional actions was clear. Once the 
auto companies had been forced to 
build smaller cars, eventually 
somebody—either the companies 
or the government—was going to 
have to force the public to buy 
them. “If you want a car in the fu- 
ture, you're going to have totakea 
smaller one, period,” was the com- 
ment of one Big Three executive. 

That was the more favorable 
possibility. The other was far more 
disturbing to contemplate. That 
was that once it became obvious 
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that Detroit was producing noth- 
ing but smaller cars, the public 
would rebel and force Congress to 
rescind the fuel standards alto- 
gether. Then Detroit would be 
stuck with a multibillion-dollar 
investment in small cars that no- 
body wanted. There was a clear 
precedent for this. In 1972, Con- 
gress had required that all new 
models have a seatbelt/ignition in- 
terlock that would not allow the 
car to be started until the seat 
belts were buckled. The public had 
reacted furiously. An estimated 40 
percent of new-car owners had 
managed to disassemble the 
mechanism, and the remainder 
clamored to Congress so that with- 
in three months the legislation 
was repealed. The auto com- 
panies, which had spent $200 mil- 
lion developing the system, saw 
their entire investment go down 
the drain. Thus, in describing the 
public reaction to the first new 
line of small cars, the New York 
Times reported: “It is of more than 
casual interest in the view of some 
industry analysts who have been 
concerned that Congress might re- 
lax the federal fuel-economy stan- 
dards should the public balk at the 
kinds of cars that are resulting.” 


GM was the first to bite the bul- 
let. In mid-1976, it announced it 
would invest more than $15 bil- 
lion over the next ten years to 
downsize its entire line of auto- 
mobiles by 1985. At the time, the 
company’s entire net worth was 
only $21 billion. Ford and Chrys- 
ler held back at first, essentially 
because they couldn’t afford the 
investment, but also because they 
sensed that GM might be walking 
into a disaster, which they might 
be able to avoid by “poaching” 
from GM at the big end of the mar- 
ket. When Ford introduced its 
1977 models, it hailed the new 
LTD as “big as a Cadillac, but 
priced like a Chevrolet.” The car 
sold very well. 


The big-car boom continued un- 
abated through 1977, when do- 
mestic and foreign manufacturers 
came within 200,000 cars of 
breaking the 1973 sales record. 
The market, however, started 
breaking into what analysts 
called a “two-tier system.” Im- 
ports, particularly Japanese cars, 
started making a recovery. The 
Japanese had finally solved the 


problem of the American market 
by developing a huge line of “lux- 
ury compacts”—small cars that 
were extremely well built and fuel 
efficient, but including many of 
the options and extras to which 
Americans had become accus- 
tomed. The Japanese were 
assisted, of course, by their low 
labor costs—still only about half of 
American levels—and by govern- 
ment loan-guarantee programs 
that allow them to operate at only 
1 percent profit rates. But that 
was only half the story. The 
Chevette started selling well, too, 
and quickly climbed to become 
GM’s best-selling model. A portion 
of the population, at least, was 
taking the energy crisis seriously. 

General Motors got a good re- 
sponse from its first downsized 
model in 1977 but started running 
into consumer resistance in 1978. 
Sales quickly dropped 30 percent 
on downsized “intermediate” mod- 
els. One dealer was quoted as 
saying the public was “spanking” 
General Motors for taking away 
big cars. Chrysler and Ford, facing 
huge federal penalties, announced 
that they would begin retooling to 
downsize some larger models in 
1979 and 1980. Both companies 
also brought out new subcom- 
pacts. Ford introduced the Fiesta, 
a front-wheel-drive model manu- 
factured in Germany that had 
already been enormously success- 
ful in Europe, selling 212,000 cars 
in the first eight months of sales. 
Ford said it hoped for about 
200,000 sales in the first year 
here. Chrysler had decided to pro- 
duce front-wheel-drive cars in 
1975, and introduced its Omni and 
Horizon minicars in 1978. They 
sold extremely well until Consum- 
er Reports said that each car might 
swerve out of control if the driver 
tried to turn the wheel sharply 
while traveling at about sixty 
miles per hour. The National 
Highway Traffic Safety Adminis- 
tration, the federal consumer 
agency, issued several reports 
saying the cars’ steering was no 
different from any other small car, 
but sales were hurt badly for 
several months. American Mo- 
tors, nearly bankrupt, was kept 
alive only by the sales of its Jeep 
vehicles, which get about 13 miles 
per gallon. Although the company 
had the highest corporate fuel 
average (22 mpg) of any domestic 


manufacturer, its losses _pre- 
vented the company from retool- 
ing and it was being left behind by 
new technologies. By 1978, AMC 
was employing only half the work- 
ers it had in 1962. It has now 
almost completely abandoned the 
passenger-car field. 


HE REAL STORY of the 

late 1970s, however, was 

the emergence of the “util- 
ity van.” Without any prompting 
from Detroit, consumers began to 
snatch up these supposedly com- 
mercial vehicles and turn them 
into station wagons, family cars, 
and live-in vehicles. An entire cult 
began to build up around both the 
interior and exterior decoration of 
these small trucks. The vehicles 
got less than ten miles per gallon, 
but were exempted from federal 
mileage regulations until 1979 
and could stay big. Detroit was 
caught completely by surprise and 
had to struggle to keep up with de- 
mand. It was believed that people 
were turning to utility vans be- 
cause other cars and wagons were 
getting so small. Although the 
craze only began in the late 1970s, 
utility vans came close to catching 
small cars as the fastest-growing 
product in American industry of 
the entire decade. 

In a Gallup poll taken im- 
mediately after President Carter’s 
energy program was introduced in 
April, 1977, it was found that 52 
percent of the American public 
knew we were importing some of 
our oil, while 33 percent still be- 
lieved we were completely 
self-sufficient (only 11 percent 
knew we were importing about 45 
percent of our oil). By April, 
1979—four months after the shah 
had been driven from power—the 
number that knew we were im- 
porting some of our oil had shrunk 
to 46 percent, while the number 
who didn’t think we imported any 
oil had risen to 38 percent. From 
April, 1977, until June, 1979, the 
number who classified America’s 
energy problems as “not at all se- 
rious” rose from 16 to 24 percent of 
the population. And, of course, 
with gasoline still selling at six- 
ty-five cents per gallon, they had 
good reason to think so. 

At the beginning of 1979, Ford 
began its downsizing. Both Ford 
and GM actually put out a call for 
short fashion models so the new 


cars would not look too undersized 
in the publicity photographs. Still, 
the public was not buying. In 
January, Ford announced that, in 
order to meet the federal fuel re- 
quirements, it would have to start 
rationing its V-8 engines to the 
public. For several years, the com- 
panies had been trying to “jiggle” 
the market toward fuel economy 
by raising the prices of larger mod- 
els and lowering smaller ones. 
Now, the eventuality that the 
companies had always anticipated 
was coming true—someone would 
have to force the public to buy 
smaller cars. Still, people were 
willing to be patient. On the day 
the shah was overthrown, there 
were long waiting lists for some of 
Ford’s and Chrysler’s larger mod- 
els. 


HIS IS THE point, of 
course, where everybody’s 
memory picks up. On 
March 12, three weeks after the 
Iranians announced production 
shutdowns, the Wall Street Jour- 
nal reported a surge of trading in 
big cars for fuel-efficient models. 
One New Jersey family was re- 
ported “doing what we can” in the 
“national emergency” by trading 
in four big cars on new diesel- 
powered subcompacts. Secretary 
of Energy James Schlesinger was 
talking about “$1-a-gallon gas,” 
and there was widespread antici- 
pation of shortages. A Dallas in- 
surance salesman was reported 
doing his patriotic duty by buying 
a $15,000 Mercedes because he 
thought diesel fuel was likely to be 
available. “I can’t believe they’d 

shut the trucks down,” he said. 
The popular impression today is 
that only American companies 
didn’t produce the right cars and 
weren't prepared when the rush to 
small cars began again. This is en- 
tirely false. Foreign manufactur- 
ers were caught just as _ short- 
handed. As late as January, 1979, 
Datsun had been offering rebates 
on some cars because of slow sales, 
and Toyota had one of its worst- 
selling months on record. Some 
Honda dealers had as many as fif- 
ty cars on their lots. By May, there 
were waiting lists of up to a year 
on some Japanese models. Volks- 
wagen dealers had _thirteen- 
month waiting lists on Rabbit 
diesels, and many had stopped 
taking orders altogether. It was 
—_—_—_> 
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not that American manufacturers 
failed to anticipate the crisis. The 
American market was going 
through such wild gyrations that 
no manufacturer could possibly 
keep up. A transition that should 
have been made gradually was 
being attempted in only a few 
months. 

Interestingly enough, the sale of 
imported cars in the United States 
increased only slightly from 1978 
to 1979, mainly because foreign 
manufacturers were not prepared 
to meet the rush of new orders. 
American manufacturers. did 
about as well in keeping up with 
the demand. The pattern has con- 
tinued into 1980, with foreign 
sales up only about 5 percent. 
Foreign market penetration has 
increased, not from a flood of new 
imports, but simply because peo- 
ple have stopped buying large 
domestic cars. Even some down- 
sized models are being rejected 
because they don’t look fuel- 
efficient. 

What happened at General 
Motors was quite extraordinary. 
By some miracle, GM just hap- 
pened to be previewing its new “X- 
body” cars (the downsized, front- 
wheel-drive, fuel-efficient models) 
the week of April 1. Only weeks 
before, the papers were labeling 
the new cars a “$2 billion gamble.” 
In the first two days of showing, 
one out of every 100 Americans 
was reported to have visited a 
Chevrolet dealership to look at the 
new Chevrolet Citation, rated at 
24 mpg. In those two days, Chevy 
dealers sold every Citation in ex- 
istence—13,649—and took orders 
for 22,000 more. GM plants were 
put on double shifts, overtime, and 
Saturday work schedules to try to 
keep up with the demand. 

Ford and Chrysler were not so 
lucky. Without General Motors’ 
vast resources, the two smaller 
companies had lost out in their 
efforts to “cover all bets” and 
spread themselves across the en- 
tire spectrum of the market. 
Chrysler had long delayed intro- 
ducing subcompacts because it 
was afraid it would cut into its own 
dominance of the compact sector of 
the market, which had been its 
best area of strength since the ear- 
ly 1970s. When the big-car boom 
took off after 1976, Chrysler even- 
tually fell far behind GM and 
Ford, the two big-car companies, 


and started losing money in 1978. 
When the company filed for feder- 
al loan guarantees in 1979, it 
actually had the best cor- 
porate-fleet fuel average of the Big 
Three—belying the stock argu- 
ment that the company didn’t 
build the right cars. Chrysler’s 
problem was that it got stuck in 
the middle, while the market 
bounced back and forth between 
the two extremes. 

Chrysler’s other difficulty was 
that its chronic debt and deficits 
forced it to give up its overseas in- 
terests in 1978. There could be 
nothing more devastating in the 
era of the world car than to lose 
overseas connections. Both GM 
and Ford introduced most of their 
subcompacts and minicars in 
Europe before bringing them to 
the United States. Many cars, like 
the Chevette, Pinto, Omni, and 
Pacer, were first assembled here 
out of parts made or bought 
abroad. Today, Americans hardly 
seem to realize that Ford and 
General Motors still occupy 21 
percent of the European market— 
a larger share than the Japanese 
occupy here. In addition, the Euro- 
pean market has been, for almost 
a decade, larger than the Amer- 
ican market—and the Japanese 
will probably manufacture more 
cars this year than we will. The 
sheer economies of scale that used 
to make American industries so 
big and powerful in the world mar- 
ket no longer exist. 

Yet it is absurd to say that Ford 
and GM have done poorly in 
America because they do not know 
how to make small cars. Both com- 
panies are immensely successful 
abroad. Ford has actually man- 
aged to stay afloat in the past year 
because it has borrowed billions of 
dollars from its overseas profits in 
order to finance the fiasco at home. 
The problem that has confronted 
Ford, General Motors, and Chrys- 
ler is that they have had to operate 
mainly in the American market— 
the last place in the world where 
consumers and politicians have 
been able to conspire among them- 
selves to preserve the illusion of 
cheap gas. 


Beached whales 


ERHAPS THE greatest 
irony of this long self-indul- 


gence is that the entire 
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effort was often undertaken under 
the rubric that it was a gesture “to 
help the poor.” The middle-class 
majority of the country has fre- 
quently argued that it would be 
“unfair” to raise gas prices for the 
poor—all the while knowing, of 
course, that by keeping down gas 
prices for the poor, they were also 
keeping prices down for them- 
selves. Yet, now who is going to be 
the principal victim of the long 
boom in big-car manufacturing 
from 1976 to 1979? Why, the poor, 
of course. 

As Maryann Keller of Paine 
Webber, one of the most quoted 
analysts of the auto industry, puts 
it: 

“The huge fleet of big cars that 
we built and bought from 1976 to 
1979 is going to be with us for 
about eight to ten years. That’s the 
amount of time it takes us to turn 
over our entire national fleet of 
cars. Who is going to end up driv- 
ing these vehicles? Why, the poor, 
of course. What else can they 
afford? A two-year-old used Chey- 
ette is now selling for more than a 
two-year-old standard Chevrolet 
that cost twice as much when it 
was first sold. Two-year-old Volks- 
wagens now cost more than they 
did when they were sold new. The 
only thing a poor person is going to 
be able to afford on the used-car 
market is a gas-guzzler that only 
gets thirteen miles to the gallon. 
The mistakes we made in 1977 are 
still going to be with us in 1985. 
The well-off person who can afford 
a new economy car will avoid the 
problem, but the poor person who 
relies on the used-car market will 
end up paying the price.” 

Energy crises are not new to 
American history. In the 1850s, 
the price of whale oil, the principal 
fuel for lamps, had risen steeply 
over the course of a decade. The 
reason was simple—whale popu- 
lations were diminishing, and 
hunting those that remained was 
becoming much more expensive. 
Had the government decided to 
“protect consumers” by control- 
ling prices, the following sequence 
of events probably would have 
occurred: First, there would have 
been a “whale-oil shortage.” Then, 
enterprising journalists would 
have taken to the seas and 
brought back the report that there 
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Two truth-in-lending Two recent federal court decisions clarify dealers’ duties under the 
cases clarify dealers’ Truth-in-Lending Act. 
responsibilities In Rust v. Quality Car Corral, Inc., 614 F.2d 1118 (6th Cir. 1980), 


the buyer sued the seller ofa vehicle. It was alleged that the seller’s 
extension of credit to finance the transaction had violated the Truth- 

’ In-Lending Act. The contract was signed on July 1, 1976 and suit was 
not brought until July 1, 1977. Holding that actions under the Truth- 
In-Lending Act must be brought within one year from the date of 
occurrence of the violation, the court upholds the trial court’s dismis- 
sal of the action. 

Another recent case found that the dealer had violated the Truth- 
In-Lending Act because of incomplete disclosures on a single-page 
motor vehicle sales contract. The dealer in the case, Smith v. Chap- 
man, 614 F.2d 968 (5th Cir. 1980), was found to have violated the act 
for the following reasons: 

(1) The dealer did not show the “mechanical processing necessity” 
that would allow required disclosures to be on both sides ofa docu- 
ment. The court decided that even if the dealer had shown this 
mechanical processing necessity, the dealer still had not left ade- 
quate space for the customer’s signature following the text of the 
document; 

(2) The sales tax on the auto contract should not have been listed 

‘ as “official fee.” Instead, the tax figure should appear as part of the 
“cash price (including sales tax);” 

(3) Finally, the requirement of insurance had not been “conspic- 
uously” disclosed because it appeared on the back of the document 
and in the same size type as all of the other information. 


Dealer agrees not to tie A Rhode Island Mazda dealer has agreed not to engage ina tying 

purchase to “extras” arrangement that compels the purchase of “extras” such as rustproof- 
ing, undercoating, and pin-striping as a condition of sale. Also, the 
dealer has agreed to pay $5,000 in restitution and costs under a set- 
tlement with the Attorney General’s office. Rhode Island v. Midland 
Imports, Inc., No. 80-3120, RI. Super. Ct., Providence, January 7, 
1981. 

The settlement enjoins Midland Imports from refusing to sell Maz- 
das to customers unless they purchase extras, and it also prohibits 
the company from failing to inform customers that they do not have 
to purchase extras in order to buy the automobile. Finally, Midland 
may not inform customers that they can only purchase Mazdas with- 
out extras by waiting some unreasonable period of time. 

The settlement provides that a reasonable waiting period for a 
Mazda without extras should be equivalent to the period for a car 
with extras when such vehicles are not currently in the dealer’s in- 
ventory. No preference will be given customers desiring extras over 
ones who do not want extras when orders are filled. 

With respect to the settlement payment of $5,000, the state will 
determine which, if any, customers are entitled to share in the fund. 

SE 
LLM DDL 
This colunn is prepared by the Legal Group of the National A utomobile Dealers Assoctation. For further information or questions concerning the items appearing 
in this column, write: Legal Briefs, NADA Legal Group, 8400 Westpark Dr.. McLean, VA 22102. 
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arry Ritter and Bud Smail 

have a lot in common. One 

is a Dodge and a Chrysler 
dealer, and one handles Lin- 
coln-Mercury, Honda, Pontiac, 
and Cadillac. One does business in 
Jerseyville, Illinois, and the other 
operates just outside of Pitts- 
burgh. Ritter would probably best 
be described as a medium- 
sized dealer, and Smail, as some- 
what bigger than that. 

But even though their two his- 
tories are about as harmonious as 
a 12-string guitar and a tuba, both 
men believe rather fervently in 
what is most frequently referred 
to as the 20 Group concept. 
They’ve tried it, and their balance 
sheets are among the things that 


have convinced them they like it. 

Most simply put, the program 
these dealers are into has brought 
them a gusher of ideas. Whether 
it’s run by Poorman Douglas or 
Nichols Campbell Morrow or 
NADA, whether it’s called a per- 
formance analysis group or a 20 
Group or an executive manage- 
ment conference group, a “20 
Group” is basically an exchange of 
information—by experts, by deal- 
ers, between dealers. 

Ritter, who like Smail is in an 
NADA program, recently told AE, 
“Td go (to a 20 Group meeting) if I 
had to borrow money to get there. 
As far as I’m concerned, you can 
learn something anytime you go to 
a session and, generally, when I 


come back from one, I’m all primed 
up and ready to go.” 

Commented Smail, “Listening 
to someone else’s side of the coin 
does you a lot of good, even if you 
don’t agree with them. Just hear- 
ing what somebody does, even if 
you don’t think it applies, gives 
you a certain perspective—espe- 
cially in a tough market.” 

But as both men discovered soon 
after they joined their groups 
several years ago, most of what 
they hear at their meetings does 
apply. Dealers are grouped accord- 
ing to the make handled, and the 
sizes of the dealerships in each 
group all fall, generally, within a 
fairly reasonable range. 

Also, except in a few cases 


where a special request has been 
granted, dealers are not grouped 
together if they are located in the 
same immediate geographical 
area. That eliminates potential 
problems with the government 
with respect to anti-trust, and it 
tends to make the dealers a little 
freer in discussing their indi- 
vidual situations with each other. 

“T’ve never had any reservations 
at all,” Bud Smail told us, “about 
disclosing information to a group 
of fellow dealers. I think the other 
fellows feel that way, even those 
who have shown some negative 
cash positions in certain areas. I 
guess it is somewhat embarrass- 
ing if you hit an area where you 
aren't doing that good of a job, but 
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You Don't 


— 


Know It All... 


everybody, it seems, has an area 
where he maybe isn’t right up to 
the group average.” 

In effect, the idea sessions and 
the other discussions present each 
dealer with his own “management 
consulting team,” as NADA’s peo- 
ple put it—a team made up of the 
dealer’s peers and headed by an 
NADA consultant who has had 
years of experience in the retail 
automotive field. 

The dealers and the consultant 
work together each meeting to- 
ward the very specific goal of in- 
creasing net profit, by trying to 
eliminate unnecessary costs and 
practices, and by closely examin- 
ing the various individual 
strengths and weaknesses. 


by Ron Rogers 


The way the whole thing is set 
up, the good and the bad spots are 
not that difficult to find. NADA 
uses what it calls a composite 
analysis, and this computerized 
probe of the financial statements 
of all the members of the group is 
sent monthly to each dealer. The 
analysis includes the “profit cen- 
ter concept,” which allocates 
administrative and unapplied ex- 
penses to the department that in- 
curs them, and this gives the deal- 
er a very realistic look at his “cost 
to sell” and his net profit. All of the 
dealership’s other deductions, as 
well as its various incomes, are 
also allocated in this way. 

With a glance at the composite, 
the dealer can see his cash position 


and cash requirements analyzed, 
and also his parts and service re- 
ceivables. His inventories are 
analyzed for rate of turnover, and 
the excesses are pinpointed for his 


action. 
The composite tells him what he 


needs to know about the gross 
profit he’s getting on his new and 
used vehicles, and it also takes a 
look at his finance and insurance 
income. Variable, personnel, 
semi-fixed and fixed expenses are 
grouped and analyzed by depart- 
ment and for the dealership as a 
whole, and the productivity of the 
dealership’s people is analyzed in 
sales, gross, expense and net dol- 
lars per employee. 
“T’ve made pretty good money in 
this dealership,” Ritter told us as 
he tried to explain what his 20 
Group meant to him, “and as a 
matter of fact, I’d never lost money 
in 30 years until last year. But 
things have been tough, and I 
have to think the 20 Group has 
kept me from losing more money 


I have.” 
Prailed Smail, “The information 


kind of runs off you, but it sinks in, 
and when you come back and sit 
down with your own department 
managers or your insurance man 
or your estate planner and so on, 
you're simply able to talk to them 
a little more intelligently than 
you could’ve without the 20 Group 
experience. 

“In one of the idea sessions I can 
recall, one of the dealers told us 
how he would have each expense 
category broken down into a re- 

rt for him every month. Instead 
of just looking at the financial 
statement, he’d have his secretary 
prepare a list for him of exactly 
what, for instance, that thousand 
dollars in account 5160 was made 
up of. That idea helped me a great 
deal, and we put it into action at 
all three of our places. 

“Maybe you see on your finan- 
cial statement an account that has 
been, for some time, three or four 
hundred dollars, and all of a sud- 
den it jumps to a thousand. What 
caused it? What’s in that thousand 
dollars? That dealer I mentioned 
had the answer when he needed 
— 

Another dealer in his group, 
said Smail, routinely worked out 
his own detailed work schedule. 
“Nuts and bolts things: what he 
would do every day, what he would 


do at least once a week, once a 
month, once a quarter, and so on. 
I’ve tried it, and I'd have to say it 
has helped me. I don’t think you 
can follow that kind of schedule 
outline 100 percent of the time, 
but I think if you make a sincere 
effort, you can do 75 to 80 percent 
of it.” 

The dealers in Barry Ritter’s 
Dodge III unit are from a variety of 
states, including California, 
Michigan, Oregon, Florida, Penn- 
sylvania, Illinois, South Dakota, 
New York, Minnesota and more, 
and as far as Ritter’s concerned, 
the situation is an extremely good 
one. “Because of the market, of 
course, we’ve tightened up a bit on 
what we're willing to spend during 
our meetings,” he told AE, “but we 


> & 


Barry Ritter 


Ed 


Bud Smail 


try to meet someplace that’s fairly 
close to a different one of us each 
time. That minimizes the travel 
expense for everybody to an ex- 
tent, yet it still allows us to get 
around. We just recently had a 
meeting that consisted of two full 
workdays in Chicago—it was vir- 
tually all business—but our next 
meeting will be in Palm Springs, 
where we will hold three half-day 
sessions, and the feel of it will be a 
good bit different than the last 
one.” 

Summed up Bud Smail, “I look 
at it as a working vacation. I don’t 
like to go away from my 
businesses any great length of 
time, and this is kind of an ideal 


thing: you go away three times a 
year for three days at a time—if 
you want to limit the trip to that— 
you work from 8 a.m. to noon, and 
you really enjoy yourself the rest 
of the time at some nice places. 
And what’s made it all even better 
is the cost efficiency, because as 
I’ve said, the trips have produced 
several ideas that have either 
saved us money or increased our 
grosses.” 

Sometimes—in both dealers’ 
opinion—the 20 Group’s main 
benefit seems to be simply that it 
gives a dealer a place to turn. Said 
Ritter, “If a guy gets into a little 
trouble, he can pick up the phone 
and say to another person in his 
group, ‘I’ve got a problem; you’re 
doing pretty damn good, what are 
you doing that I’m not doing?’ To 
me, that’s what the program real- 
ly is about—that you can feel free 
to call a lot of the guys you work 
with in these sessions for some 
help and advice. 

“In, a way, joining a 20 Group is, 
as far as I’m concerned, a little like 
going to church. Either you par- 
ticipate, or you don’t, and if you 
don’t, you’re pretty much wasting 
your time. You really should, as a 
matter of fact, get involved in 
several ways. You've got to par- 
ticipate in the friendship of the 
group, in the program outlined by 
the chairman, and you can’t just 
go there and sit. Even if you say 
something stupid, it’s better than 
saying nothing.” 

In fact, reticence on the part of a 
dealer is very rare, because activ- 
ism is encouraged from the very 
beginning. Each Group estab- 
lishes its own agenda around the 
issues it finds most important. The 
agenda is established well in ad- 
vance of a meeting (potential sub- 
ject matter is discussed usually 
two or three sessions ahead of 
time, according to Smail), and the 
consensus is mailed to the mem- 
bers to insure that everyone is pre- 
pared and ready to contribute to 
the discussion. 

Often, a session’s schedule will 
include special guest speakers 
who are experts in a particular 
field. Smail’s group, for instance, 
has had Art Niemann speak on ev- 
erything involved in the selection 
of the dealership’s employees, and 
it’s listened to Joe Gandolfo speak 
on estate planning. Would it be 

(Continued on page 44) 
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AE Car Market Price Trends 


he last two weeks of the 

1980 auto auction market 
were relatively quiet. But after the 
holiday season, the auction market 
began right where it left off in 
mid-December. 

Arnie Addison of Bay City Auto Auction in Fre- 
mont, California, for instance, says that in his mar- 
ket area, the used car market continues to be firm in 
price and demand and he feels it will continue to be- 
come stronger. He says, his auction did not see the 
mid-winter doldrums this year precisely because of 
the lack of new car activity. It was necessary for the 
dealers, he says, to attend the auctions in order to 
re- -supply their inventory. Arnie feels the used car 
represents a better value in the marketplace today 
than the new car, but he does believe the new car 
market will recover by spring if credit and interest 
rates are more reasonable. He says, however, that 
the public can’t and won’t absorb the tremendous 
price increases, high interest rates, and the persis- 
tent but gradual rise in gasoline prices at the same 
time. 

On January 21, the Columbus Fair Auto Auction 
in the Midwest reported that “for the third sale of the 
year, the market was very much on the plus side with 
all the dealers reporting a shortage of inventory and 
the need to replenish their stock. With this strong 
demand, the prices have moved up accordingly on 
any piece of merchandise that is saleable.” 

In the past, a normal market—if there has been 
anything normal in the car industry the past few 
years—has been characterized by an initial upsurge, 
with the market rising in demand and prices for the 
first few weeks of the new year. Then, traditionally a 
downward and a levelling off period for these forces 
occurs once inventories are replenished. The auction 
industry has not seen this happening so far in 1981. 


a 
George Basel 


WHOLESALE 
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There is a pent-up demand for cars, and especially 
the used car. With more cars being salvaged than 
manufacturered these days, it begins to look like a 
banner year for the used car industry and ultimately, 
the new car industry. 

kkk 

Howard E. Winklevoss, chairman of the board of 
Interstate Auto Auction Inc., Mercer, Pa., issued two 
announcements recently. The first concerned the 
purchase of Corry Auto Auction properties in Corry, 
Pa. The new operation is now doing business under 
the name of Corry Auto Dealers Exchange 
(C.A.D.E.). The day and hour of the sale remains the 
same: Thursday, 12:30 p.m. The first sale was held 
January 22. Donald Winklevoss is president of 
C.A.D.E. and he has appointed Mr. Corvac as general 
manager. 

Interstate has also entered into a purchase agree- 
ment to buy six acres of land adjacent to its facilities 
in Mercer. The additional property will be used to ex- 
pand and improve the reconditioning and parking 
areas. 

iw ® 

We recently had the pleasure of viewing a new auto 
auction motion picture film produced jointly by Con- 
cord Auto Auction, Acton, Mass. and Southern Auto 
Auction, Warehouse Pt., Conn. All those who saw the 
film along with us felt it did an outstanding job de- 
picting just what an auto auction can do for auto deal- 
ers, fleet and lease companies and the auto industry 
as a whole. Chris Schenkle does the narration, the 
film is 17 minutes in length, and the movie is avail- 
able for showing. Call Bob August of Southern Auto 
Auction (telephone 203-623-2617) or Ray Cox, Con- 
cord Auto Auction (telephone 617-263-8511). 

xk * 
DEALERS: KEEP MONITORING 
THE MARKET. USE THE AUCTION. 


Auction Block ts prepared exclusively for automotive executive by George Basel of the NADA Official Used Car Guide. All comments or questions pertaining to 
these columns should be mailed to: George Basel, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Arizona 


SOUTHWEST AUTO AUC- 
TIONS. Lease and fleet accounts 
welcome. Member NAAA AND 
NAFA. 3420 South 48th Street, 
Phoenix. Tel. (602) 894-2211. 


Connecticut 


SOUTHERN 


AUTO AUCTION 


RT. 5. WAREHOUSE PT., CT. 
There’‘s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 
203-623-2617 


Michigan 


YOUR STRONGEST COMPETITOR ATTENDS! 


“FLINT AUTO AUCTION, INC. 


WEDNESDAY 10:57 A.M. 


4 LANES 


3711 WESTERN RAD. FLINT, MICHIGAN 48506 
PHONE (313) 736-2700 


GRAND RAPIDS AUTO AUC- 
TIONS. David Hawkins V.P. 
Lease and fleet. Member NAAA 
and Auto Auction Insurance. 2380 
Port Sheldon Rd., Jenison, MI 


49428 (616) 669-1050. Tuesday 12 
Noon. 


APTCO AUTO AUCTION 
20911 Gladwin. Taylor. Mich 48180 
Licensed car Dealers 


SALE EVERY TUESDAY 
12 NOON 


Factory Front Line Units 
Lease and Rental Units. For 
Information. Hotel reser- 
vations. numbers 

CALL AREA 313 285-7300 


IADOz 


Minnesota 


WEDNESDAY 
11:AM 


3 Rings @ Large Consignment 
22 Acres Fenced Blacktop 
Full Service @ Arrange Pick-up 
Anywhere 
Fleet & Lease Accounts Welcome 
Minneapolis Auto Auction 
1125 Nathan Ln. No. 
Minneapolis, MN 55441 


612/546-2403 
We Cannot SpellS ccess 
Without u! 


AUCTION 
CLASSIFIED 


Texas 


AMARILLO AUTO AUCTIONS. 
Lease & fleet specialists for 33 
years. Write or call Dale or Friday, 
3208 E. 10th Ave., Amarillo, TX 
79104. Tel. (806) 372-2206. 


BIG H AUTO AUCTION. A 
Dealers Auction. Fleet lease and 
factory sale every Tuesday 
11:30 a.m. 701 North Shephard 
Dr. Houston, TX 77007. Tele: 
713-869-0164. 


DALLAS AUTO AUCTION. 
Dealers only. Fleet and leasing. 
Ford Motor Co. factory sales. 
Location: 4226 E. Main, Grand 
Prairie, TX 75050 (214) 264- 
2344. Pick up available. 


New York 
NORTHWAY EXCHANGE INC 


DEALERS’ AUTO AUCTION 
Route 146, P.O. Box 440 
Clifton Park, N.Y. 12065 _ 


SALE EVERY THURSDAY 11:30 A.M. 
‘*Our Service Does Not Cost - It Pays’’ 


A world of trust...for 
buyers and sellers. 


MANHEIM AUCTIONS, P.O. BOX 4667, LANCASTER, PA 17604 
Phone (717) 569-4561 


12 
| 
manheim 


LEADING THE INDUSTRY SINCE 1945 
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If you're like most dealers, you're looking for 
a single source of quality cars and qualified 
buyers—a source for inventory regulation 
you can trust, time after time 


You're looking for the world of Manheim 
Auctions 


Knowledgeable dealers from coast to coast 
have already found it. They trust the Man- 
heim system of service to give them an unri- 
valed selection of cars. And they count on its 
program of comprehensive support services, 
backed by unquestioned professionalism, to 
make balancing their inventories easier, 
quicker and more pleasant 


But most of all, they have confidence in 
Manheim’s ironclad policy of fair and equal 
treatment to help them get the cars they 
need to stay competitive—at competitive 
prices 


They know there's a world of trust at a 
Manheim Auction. And you will, too, the first 
time you visit 


1 MANHEIM AUTO AUCTION, a Pa. 17545 
Sale Friday Phone 717/665-357 
2 NATIONAL AUTO DEALERS EXCHANGE, Bordentown, N.J. 08505 
Sale Wednesday Phone Bordentown 609/298-3400 — 
Camden 609/662-6700 — Philadelphia 215/923-1090 
3 FREDERICKSBURG AUTO AUCTION. Fredericksburg, Va. 22401 
Sale Thursday Phone 703/898-4900 
4 KANSAS CITY AUTO AUCTION, Kansas City, Mo. 64127 
Sale Wednesday Phone 816/241-2614 
5 LAKELAND AUTO AUCTION, Lakeland, Fla. 33802 
Sale Wednesday Phone 813/984-1551 
6 ATLANTA AUTO AUCTION, Ried Oak, Ga. 30272 
Sale Thursday Phone 404/762-9211 
7 HIGH POINT AUTO AUCTION, — Point, N.C. 27261 
Sale Tuesday Phone 919/886-7 
8 BUTLER AUTO AUCTION, Gibeonia Pa. 15044 
Sale Wednesday Phone 412/443-7211 
Pittsburgh 412/961-0305 
9 METRO MILWAUKEE AUTO AUCTION, Caledonia, Wis. 53108 
Sale Wednesday Phone Caledonia 414/835-4436 
Chicago 312/236-2623 
10 FLORIDA AUTO AUCTION OF ORLANDO, Ocoee, Fla. 32761 
Sale Tuesday Phone 305/656-6200 
11 FRESNO AUTO DEALERS AUCTION, Fresno, Calif. 93706 
Sale Thursday Phone 209/268-8051 
12 CALIFORNIA AUTO DEALERS EXCHANGE, Anaheim. Call. 92803 
Sale Wednesday Phone 714/996-2400 
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SERVICE |@§ DEPARTMENT 


Douglas Eickhoff 


EMPLOYEE RELATIONS 


hy would your employees 
yy be interested in a union? 
Well, in these recession- 


ary times, there are a lot of argu- 
ments unions can and do try to use 
to make your shop a union one. 
One of the aspects of unionization 
most appealing to your employees 
is a good wage and benefit pack- 
age. It is at the top of an organiz- 
er’s check list. If you trail behind 
other dealerships in your trading 
area, the union has a ready-made 
argument. The organizer is sure to 
compare what you pay with what 
is agreed to in contracts his union 
has with other dealerships. He 
won't bother to talk about your 
whole wage/benefit package; in- 
stead, he will focus on those parts 
that will make you look bad. 

Unions like to claim that they 
can assure an employee a lifetime 
income. Some surveys have shown 
that wages and benefits are so 
generous now that a growing 
number of employees are quite 
content with their paychecks. 
What they are now more in- 
terested in is job security—not 
higher pay rates. 

Typically, the union tells the 
employee it will act as his agent. It 
makes it clear it will go to bat for 
him and insulate him from face-to- 
face encounters with his employer 
during bargaining and grievance 
sessions. It promises it will give 
the employee a greater voice in 
making the rules that govern his 
work, and it assures the employee 
that with the union behind him, 


PART II 


he will not have to be afraid of re- 
prisals. 

You may wonder what unions 
can offer your employees. One of 
the most frequently found items in 
aunion’s list of promises is a griev- 
ance procedure that provides visi- 
bility to complaints. The union 
will act as the spokesman and put 
a time limit on all decisions it asks 
management to make on those 
complaints. It has policy guide- 
lines for decisions from other con- 
tracts, and it acts in strength due 
to the number of its members. 

The union has a seniority agree- 
ment which guarantees sequence 
in both layoffs and recalls accord- 
ing to seniority. It handles all 


negotiations of salaries and 
wages. 
Union organizers find em- 


ployees concerned about favorit- 
ism—that is, lack of fair and uni- 
form application of rules and work 
distribution. High employee turn- 
over in the shop, almost irregard- 
less of the reasons, tends to give 
employees a feeling of job insecur- 
ity. And inept or unqualified shop 
foremen and managers, together 
with the lack of an avenue for em- 
ployees to express their opinions, 
ideas and complaints are other 
concerns frequently mentioned by 
employees. 

How does the union go about 
organizing your workers? Orga- 
nizers mail letters to selected em- 
ployees, hold coffee group discus- 
sions and visit the homes of em-+ 
ployees. Invitations are sent to 


attend closed meetings, or open 
meetings are announced by hand- 
bills or letters. 

During the meetings, the em- 
ployees are told: “We will go to bat 
for you if you get into trouble; we 
are organized.” And the union 
may claim that any changes made 
by management after the organiz- 
ing effort starts are due to the 
union’s efforts. 

A notice from the union to you 
may include a claim by the union 
that it represents a majority of a 
special group (mechanics) or 
perhaps all of your employees. It 
may demand that you recognize 
the union as the exclusive bar- 
gaining agent for that group. The 
union may request that you meet 
with its representatives to set a 
date for negotiating a labor con- 
tract dealing with wages, hours, 
and work conditions. 

Authorization cards can be used 
to get a union representative into 
the dealership. If anyone ever 
comes to you with these cards, sup- 
posedly signed by your employees 
and asking for a union, do not 
accept these cards unless you are 
the dealer/owner or the general 
manager. Likewise, if the union 
representative phones or visits 
you, do not talk with him unless 
you are the chief operating officer 
of the dealership. Forward the rep- 
resentative to the proper party. 

Next Month: What to do if your 
dealership comes under the juris- 
diction of the National Labor Rela- 
tions Board (NLRB). fE 


i 


This column ts prepared exclusively for automotive executive by Douglas Eickhoff. Service and Parts Director of Steve Foley Cadillac, Inc. All eT ae or 
questions pertaining to these columns should be addressed to: Douglas Eickhoff. Steve Foley Cadillac, Inc., 100 Skokie Blud., Northbrook, IL. 60062 
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Is that alightat the end 
of that RV tunnel ¥ 


Dee who have been 
toughing it out with recre- 
ation vehicles now might 
have reason to take heart. There 
seem to be some rays of relief shin- 
ing at the end of that long, dark 
tunnel in which RVs have been 
stuck the past few years. 

Although a few gun-shy dealers 
may fear those rays are only the 
dying flicker of a complete RV in- 
dustry nova, others insist the light 
is for real. 

“It seems obvious the worst is 
now behind us,” David J. Hum- 
phreys, president and general 
counsel of the Recreation Vehicle 
Industry Association (RVIA), re- 
cently said. “We’re not expecting a 
return to the high shipment num- 
bers we enjoyed in the mid-1970s, 
but we’re looking for solid im- 
provement in 1981.” 

Speaking from the dealer's 
point of view, James B. Summers, 
executive vice president of the 
Recreation Vehicle Dealers Asso- 
ciation (RVDA), said he thinks RV 
retailers who have made it 
through the past couple of years 
can finally look at each other and 
say, “Hey, we’re survivors!” 

To be sure, a lot of dealers who 
banked on RVs for profits during 
these “dark ages” have fallen by 
the wayside. Summers said his 
best guess at RV dealer mortality 
figures is about 40 percent nation- 
wide. Some areas, he said, were hit 


harder than that. A recent survey, 
for example, showed 60 percent 
fewer RV dealers in southern Cali- 
fornia than there were just a year 
and-a-half ago. 


If the RV industry’s economic 
indicators for 1981 are on the 
beam, the grim figures could start 
going the other way. As a matter 
of fact, according to Summers, a 
modest RV resurrection actually 
began last year. 

“From about May through 
November, there was a substan- 
tial upsurge in sales,” the RVDA 
official told AE. “Dealers who 
were still surviving then suceeded 
in bringing themselves up by their 
bootstraps into the black. Some of 
them actually had really excellent 
years.” 

Summers acknowledged that 
this renewed activity was spotted 
along geographical lines and 
admitted the upswing didn’t begin 
at the same time all over the 
United States. 

“Some areas didn’t really get 
going until late July or early Au- 
gust but, nevertheless, there was a 
period of about six months last 
year that sales were good. Dealers 
who had merchandise sold it, and 
sold it at a good profit,” he said. 

Summers also pointed out there 
were a few isolated pockets in the 
U.S. that never really felt the se- 
vere jolt in RV sales that plagued 
the majority of the country. 

“Oklahoma is a good example of 
that,” he said. “Banks were will- 
ing to finance and were willing to 
floor plan. So Oklahoma dealers 
had few problems and most of 
them have done very well.” 

In neighboring New Mexico, 
though, the situation was quite 
different. Low state usury ceilings 
and restrictive banking regula- 
tions, Summers said, were two 
primary reasons why. 


In spite of such knotty problems 
that existed—and still exist in 
some areas—the overall outlook 
for RV business this year is one of 
high expectations in many quar- 
ters. One reason for this is the 
mood and size of the crowds that 
attended recreation vehicle shows 
in various parts of the country this 
past winter. Traditionally, these 
shows have proved to be a fairly 
accurate barometer of the dawn- 
ing RV season. 

Two of the largest events of this 


type—one in Los Angeles and the 
other in Louisville, Ky.—gave 
strong indications that the up- 
and-down industry is indeed back 
on the upswing again. 

The 28th Annual Manufactured 
Housing and Recreation Vehicle 
Show at Dodger Stadium in Los 
Angeles attracted a_ record 
110,000 during the nine days it 
was open to the general public. 
This attendance surpassed the 
previous record established in the 
boom year of 1976 and was up 26 
percent over the previous year’s 
gate. 

Two days set aside at Dodger 
Stadium just for dealers was just 
as heartening as the nine-day pub- 
lic run. Several exhibiting manu- 
facturers claimed the wholesale 
show was the best they ever 
attended at Dodger Stadium. 
Some reported they came away 
with enough orders and new deal- 
ers to fill their production sched- 
ules into late spring and early 
summer. 

Down south in Louisville, more 
than 10,000 industry officials—in- 
cluding more than 5,200 RV deal- 
ers—attended the 18th Annual 
National RV Show. RVIA, which 
sponsors the yearly event, re- 
ported dealers were buying like it 
was the mid-1970s again, restock- 
ing inventories for what they ex- 
pect will be a good year. 

“In the first two days, we 
equalled the total of our last year’s 
business here,” said Bud Coons of 
Coons Manufacturing, the Oswe- 
go, Kans., producer of Diamond 
RVs. “The dealers came to buy.” 

Another factory official who 
found the Louisville show to be a 
profitable experience was Phil 
Knak, plant coordinator with 
Huntsman, Inc. of Chetopa, Kans. 

“We've done a lot of business 
here,” said Knak. “This show has 
done something really positive for 
the people here.” 

Just as brisk activity at the win- 
ter shows is sparking high hopes 
within the beleaguered RV indus- 
try, so too is positive reaction from 
a large segment of the nation’s 
financial community buoying ex- 
pectations. Even though some 
localized financing problems are 
evident around the country, many 
lending institutions have let it be 
known they have faith in the RV 
business and think recreation 
vehicle consumer loans and floor 
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planning is good business for 
them. 

A recent independent survey 
conducted for RVIA has shown 
that lenders engaged in the 
financing of family camping vehi- 
cles find the venture profitable. 
Many of these organizations also 
indicated they may soon increase 
the number of loans they make for 
RV-related purposes. 

Reporting on this study, Robert 
L. Berner, vice president of Citi- 
corp, New York City, and chair- 
man of the RVIA Finance Com- 
mittee, said: “We are gratified to 
learn that nine out of ten (survey 
respondents) revealed RV loans 
were as profitable, or better, than 
auto loans. . . . Their profitabil- 
ity was borne out by the fact that 
84 percent of the replies indicated 
they will maintain or increase the 
size of future RV portfolios.” 

‘he typical lender that re- 
sponded to the survey represents 
some six manufacturing lines and 
four dealerships, though some 
have as many as 11 or more manu- 
facturers and dealers in their port- 
folios. 

Also contained in the survey re- 
sults were numerous findings that 
should be of basic interest to car 
and truck dealers involved in RV 
retailing. Among them were the 
following: 

@ Down payments required on 
both new and used RVs are about 
the same, ranging from less than 
10 percent to more than 25 percent 
with the vast majority of the re- 
spondents indicating they re- 
quired 15 to 25 percent down. 

e Credit life insurance, deal- 
er-added accessories, and disabil- 
ity insurance are also financed by 
the majority of lenders, with fewer 
of them financing physical dam- 
age, extended warranty coverage, 
and taxes and licensing. 

e Typically, direct loans for 
new RVs carry a 60-month max- 
imum maturity while used RVs 
have a 42-month maturity date. 
Most firms that engage in indirect 
financing permit 84-month repay- 
ment for new RVs and 60 months 
for used units. 

In addition to this signal that 
much of the financial world re- 
gards RV financing a good bet, 
some lending institutions are 
going so far as to actually predict a 
substantial increase in recreation 
vehicle sales overall. One of the 


most optimistic of these is United 
California Bank. 

UCB, one of the 15 largest 
banks in America, is predicting 
RV shipments will reach 240,000 
units in 1981, an increase of some 
30 percent over last year. Some 
observers feel UCB’s forecast is a 
little too rosy, but agree there 
should be a healthy increase in 
sales. 

“Even if that (UCB’s) prediction 
doesn’t quite hold true,” said 
RVIA’s Humphreys, “we'll be in 
good shape this year.” 

Surprisingly, one of the con- 
cerns of those within the RV in- 
dustry’s inner circles at present 
isn’t so much whether there will 
be a lack of sales, but whether 
there will be a lack of products to 
sell. 

“Remember, there has been 
some mortality on the manufac- 
turing side during the past couple 
of years as well as on the dealer 
side,” reminded RVDA’s Sum- 
mers, “and the pipeline from sup- 
pliers. . . all the way down to the 
manufacturing plants, is far from 
full. If we have a reasonable sales 
year—and there’s every indica- 
tion right now that we will—we 
could see availability of product in 
1981 and ’82 at a somewhat criti- 
cal level.” ; 

For this reason, Summers said 
he feels the present time is not a 
good one for newcomers to make a 
big plunge into the RV tide. In 
fact, he said, he expects to see very 
few new RV dealers established 
during the next year or so. 

AE asked Summers what les- 
sons were learned during the re- 
cent down cycle that could benefit 
car and truck dealers who are—or 
perhaps will be—selling recrea- 
tion vehicles. He answered by 
stressing the need for such auto- 
motive retailers to approach RVs 
as a completely separate profit 
center with its own individual 
sales staff and service setup. 

“Some of the car dealers who got 
burned on RVs were ones who just 
looked at them as a chance to turn 
them fast the way they try to turn 
their cars and make a lot of 
money,” he explained. “So those 
dealers picked out a hot car sales- 
man and figured he’d do a good job 
selling RVs too. But the complex- 
ity of selling an ‘apartment on 
wheels’ is substantially different 
from selling a car.” 


While factors such as product 
knowledge are certainly impor- 
tant in selling RVs, Summers 
went on to say that a good recrea- 
tion vehicle salesperson also has 
to have the knack for selling what 
Summers terms “the experience.” 

“You've got to sell the experi- 
ence of going out with the family 
into the outdoors, the experience 
of the travel, and the experience of 
the destination,” he said. “You’ve 
got to sell all that stuff. It’s a com- 
pletely different ball game.” 

He also drove home the necessi- 
ty of a dealer assuring RV pur- 
chasers that service will always be 
available when needed. 

“IT don’t think there’s any ques- 
tion that selling service is impor- 
tant,” he said conclusively, “and 
it’s becoming more important all 
the time. . . . It’s becoming more 
of a consumer influence than it 
was before.” 

An even more important “con- 
sumer influence” in today’s RV 
market would just have to be the 
high cost of gasoline, right? And it 
means most recreation vehicle 
shoppers are clamoring for 
shrunken, fuel-saving camping 
units, right? 

“Not really,” said Jim Sum- 
mers. During last year’s revival of 
sales, the RVDA official said, 
there was no concerted push for 
mini-motor homes and trailers. 

“Just about everything moved,” 
he said, “and there was a very defi- 
nite swing on Class A’s (large 
self-propelled motor homes)... . 
to a point where there was some 
concern about who had what and 
could they get some more.” 

This doesn’t mean, however, 
that gasoline prices aren’t a real 
concern to prospective buyers and 
to industry planners. Summers 
hastened to add that the factories’ 
ability to rapidly react to the gas 
price problem has managed to 
offset that concern to a large de- 
gree. 

“The RV industry has reacted 
very well,” he said, “and I think 
the factories deserve some kudos 
for quickly turning out more 
fuel-efficient units. You have to 
remember that RV manufacturers 
aren’t shackled to long lead times 
or to expensive retooling the way 
Detroit is.” 

As an example of the industry’s 
forward thinking, Summers cited 
a chopped van—or “bottle” 


van—motor home recently un- 
veiled by Winnebago. 

“This unit has an excellent floor 
plan (not the kind dealers pay to 
banks),” he continued. “It has two 
nice big comfortable bunk beds, a 
good social area, good kitchen, 
nice bath—just a doggone nice 
piece of merchandise and it only 
weighs 5,500 pounds. . . . And, 
as far as I can tell, it’s designed to 
sell for well under $20,000.” 

Summers’ also mentioned 
changes being made in travel 
trailer models. 

“We've got 21-foot trailers now 
that are half the weight of their 
predecessors. . . the manufactur- 
ers can do that because they’re us- 
ing lighter building materials and 
because they’re getting 
tremendous cooperation from sup- 
pliers. The suppliers are coming 
up with lighter refrigerators, 
lighter heaters and things such as 
that,” he said. 

“Also, I recently saw a new four- 
wheel trailer of a type that used to 
roll on only two wheels. Why four 
wheels now? Because it’s more 
fuel-efficient that way, and be- 
cause it also has greater stability 
when being pulled by the K-car, J- 
car, P-car or whatever Detroit is 
going to put out. 

“Of course, dieselization is com- 
ing into its own. Chevrolet has just 
produced a diesel RV chassis, and I 
think you’re going to see more of 
that. But I don’t think things are 
going to just stop with these 
changes I’ve mentioned. I think 
you're going to see some real in- 
novations as the price of gasoline 
goes up.” 

Another reason RV _ insiders 
aren’t running scared because of 
escalating pump prices is the ex- 
perience recreation industry peo- 
ple have had overseas. 

“Look at Europe,” Summers 
said. “The RV business in Europe 
is excellent and it’s growing and 
they’ve had $2, $3 and $3.50 gaso- 
line over there for a number of 
years.” 

As a closing note, Summers put 
his optimism for the coming RV 
sales year into this nutshell: 

“RVing is going to have to com- 
pete with a number of other recre- 
ational pursuits, but it’s still going 
to be there. Sure, RVs don’t turn 
everybody on, but there are still 
sufficient numbers of people who 
want to get into them.” fE 


AUTOMOTIVE EXECUTIVE, MARCH, 1981 39 


SCONOMIC| 


n January 28, President 
Reagan issued an order re- 
moving all remaining oil 


price and allocation controls. 
While only about 25 percent of 
domestically produced oil was still 
subject to such controls (gradual 
decontrol began in April of 1979 
and would have been complete by 
October 1, 1981), this act is ex- 
pected to increase the average cost 
of crude oil to refiners from $34 a 
barrel to $39 a barrel. Gasoline 
prices will then increase by about 
10 cents per gallon over several 
months. These price increases 
(and the dismantling of the en- 
titlement and allocation regula- 
tions) will have significant effects 
on the economy in general, and the 
automotive industry in particular. 
For the longer term (and even 
symbolically for the short term), 
decontrol represents a significant 
shift towards a free market phi- 
losophy with respect to energy. 
That is why NADA has long been 
vocal in decontrol’s behalf. 

It is important to remember 
that the 1981 gasoline price in- 
creases will not be limited to those 
resulting from the lifting of con- 
trols on domestic oil. OPEC oil 
prices are expected to rise by 20-25 
percent over the course of the year, 
adding about ten to twelve cents 
per gallon to the price of gasoline. 
This means that by the end of the 
year, OPEC and decontrol will 
have driven the average price per 
gallon of gasoline to about $1.50. 

Of primary concern to dealers is 
the effect of such gas price in- 


DECONTROL 


creases on their sales level and 
their sales mix. The sales level 
will be affected by the increase in 
the overall inflation rate resulting 
from the fuel price increases. The 
Carter administration had esti- 
mated that decontrol would in- 
crease the Consumer Price Index 
in 1981 by 0.3 to 1.0 percentage 
points. Such an increase will 
further reduce consumer purchas- 
ing power and have a negative 
effect on retail sales. If consumer 
behavior over the past two years is 
any indication, car and truck 
purchases will be among the first 
to be put off. 


“Car and truck 
purchases will be 
among the first to 

be put off.” 


Those consumers who do carry 
out their auto purchase plans will 
also react to the rising gas prices, 
by buying more fuel-efficient cars. 
Dealer sales mixes have been 
shifting dramatically since the 
second quarter of 1979, when gas 
supplies were low, gas lines were 
long, and gas prices began to soar. 
Small cars captured 56.6 percent 
of the market that year, compared 
to 48.1 percent in 1978, and their 
market share rose to 64 percent in 
1980. The Congressional Budget 
Office estimates that small car 
penetration will hit 66.4 percent 
with an average gas price per gal- 


OW LOOK 


lon of $1.50 (in 1979 dollars), and 
71.4 percent at an average price of 
$2. 
This means, of course, that the 
trend toward smaller cars will 
continue, and as it does, so will 
another effect of rising gas 
prices—declining gasoline con- 
sumption. Through the first 
eleven months of 1980, gas con- 
sumption was down 7 percent from 
the year before and down 18 per- 
cent from 1978. Energy depart- 
ment officials estimate that decon- 
trol will result in the conservation 
of an additional 50,000 to 100,000 
barrels of oil per day. This decline 
in consumption, combined with 
any increase in production that 
may come about, will help the U.S. 
further reduce its oil imports. In 
1980, gross U.S. imports of crude 
oil and petroleum products were 
almost 20 percent lower than in 
1979. (In addition to reducing im- 
ports, decontrol ends the implicit 
subsidy of imports which arose 
from the now defunct entitlements 
program.) 

Any reduction in oil imports 
makes the U.S. less vulnerable to 
supply interruptions from abroad. 
If an interruption does occur, 
however, and domestic shortages 
ensue, (crude oil stocks are cur- 
rently five percent above a year 
ago), the market will now be bet- 
ter able to cope with them as a re- 
sult of decontrol. Specifically, the 
decontrol order abolishes all gaso- 
line allocation regulations. The 
regulations prevented an efficient 

—_—_—————jP 
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distribution of gasoline during the 
shortage last year, and were part- 
ly responsible for the long gas 
lines and the corresponding de- 
cline in new vehicle sales. 


The effects of decontrol can best 
be summarized as allowing re- 
sources to be allocated efficiently. 
That is, after all, the function of 
the price system, and when the 
government intervenes, allocative 
efficiency is reduced. The con- 
tinuing trend toward small cars is 
a prime example of a more effi- 
cient use of resources resulting 
from allowing the price system to 
operate. While there will be some 
short-term negative effects from 
decontrol, they stand to be far out- 
weighed by the positive effects. 
Though consumers will be paying 
higher prices, that means addi- 
tional revenue for the oil com- 
panies, revenue they will utilize to 
increase oil exploration and— 
possibly—discoveries and produc- 
tion. The higher prices will also 
mean additional revenue for the 
federal government, and hopeful- 
ly, that will mean a reduction in 
the federal deficit, which will help 
reduce the overall inflation rate 
and offset to a certain extent the 
fuel price increases. (The govern- 
ment will not enjoy the full bene- 
fits of the increased revenues, be- 
cause it will have to pay the higher 
oil costs when filling the Strategic 
Petroleum Reserve.) And while 
there may be a short-term decline 
in car sales as a result of the initial 
fuel price increase, it will be small 
and of a short duration because of 
the shift toward smaller cars. 


Dealers have available two im- 
mediate courses of action which 
can help counteract the adverse 
short-term effects of fuel price in- 
creases. First, dealers must re- 
member they are selling the most 
efficient automobiles ever pro- 
duced. The general public should 
be constantly reminded of this. 
Dealership advertising should in- 
clude a comparison of the fuel effi- 
ciency of new cars with older ones, 
and an estimate of the savings 
that can be achieved by trading in 
an older car on a new one. Second, 
dealers should take steps to reduce 
their dealership’s energy costs. 
NADA members have just been 
sent a management guide with 
ideas on how to cut those costs. A& 


Classic Series 


With Larger Car Inventories, 
We Can Help You Now 
More Than Ever! 


Moving your larger car inventories may mean more after 
dark selling. And with more cars than ever on your lot, be 
sure your display lighting is doing all the selling it can do. 

LS! Metal Halide lighting was designed to give you the 
sales edge you need night and day. By night, our energy 
saving Metal Halide systems will provide outstanding 
illumination for nighttime merchandising. By day, our 
handsomely sculptured LSI lines make a valuable statement 
about your dealership. 

In times like these you can use all the help you can get. 
So why not let your customers see you in the best light 
possible? Look into LSI. ..you may learn to love your 
evenings again. 


For more information, write or call for a full 
color brochure describing our energy 
Saving systems. 


P.O. Box 42419 © 4201 Malsbary Rd. ¢ Cincinnati, Ohio 45242 e (513) 793-3200 
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Used Car Demand and Gas 


the short term, and that long- 

term solutions to problems at 
hand are usually no solution at all. 
I once read of the reaction of an 
(Asian) Indian agriculturist to the 
proposal that India follow the U.S. 
lead in banning DDT because of 
suspected long-term effects on hu- 
mans. His position was that with- 
out DDT to control pests, there 
would be no long-term problems 
for many of his countrymen, since 
they would have died of malnutri- 
tion in the short term. 

But, the long term does not al- 
ways project into infinity .. . 
sometimes the long term is as 
close as next month. 

President Reagan recently re- 
moved controls from the petro- 
leum market. I know very little 
about this, so I rely upon those 
who allegedly know, and I assume 
their predictions are acceptable. 
The consensus appears to say that 
gasoline will increase in price. . 
but. . . there are a few who say 
the combination of lessened de- 
mand and over-supply will hold 
down the magnitude of the in- 
crease or, at least, cause it to be 
stretched out over a period of time. 
The latter would be good business, 
in my opinion. We tend to find 
small nips more tolerable than we 
do big bites. 

(Speaking of big bites. . . when 
the auto manufacturers raise 
prices a percentage point or two, 
the uproar can be heard across the 
continent. But when food markets 
increase prices 10 to 25 percent in 


I have often said that we live in 


s P 
a week without any apparent 
cause. . . who gripes? Your wife. 
But who listens? No one.) 

Anyway, let us assume the price 
of gasoline at the pump does in- 
crease and that the “smart money” 
is right when it speaks in terms of 
ten to twelve cents per gallon. I 
don’t know if the station where I 
filled up this morning has already 
jumped its price or not—the con- 
trols were removed just two days 
ago—but its $1.40 a gallon for reg- 
ular unleaded was about six cents 
higher than I paid just before de- 
control at various other stations. 
Whatever, I think it is safe to say 
the twelve-cent figure was not 
pulled out of thin air and that, in 
many areas, we will see gas at 
$1.50 or more in this calendar 
year. What will that do to the car 
market? Your guess is probably 
better than mine. But in general 
terms, I fail to see how high gas 
prices can be anything but detri- 
mental, especially to cars which do 
not enjoy good fuel efficiency. So, 
that will be great for new car sales! 


With respect to the inventories 
of cars in my area at the moment— 
big ones, little ones, ours, theirs, 
you call it—the only cars which 
appear to be in short supply are 
used cars. . . clean used cars. 

I am concerned about gas prices 
only to the extent they affect the 
automobile market, and the used 
car market especially. I do get a 
bit weary of hearing what a good 
buy gas still is, even though I 
agree with it. I get even more 


weary of hearing about how much 
gas costs in Europe or Japan or 
wherever. . . I live here. Further, 
how many Europeans or Japanese 
pull in and say, “Fill ’er up” and 
watch the ol’ clock tick off 20 gal- 
lons, which might carry you 300 
miles? 

There is another side effect of 
escalating gas prices: several cars 
in my neighborhood were “hit” 
two nights ago. . . some siphoned 
almost dry. Adding insult to in- 
jury, the thieves did not even re- 
place the caps! 

There is no way to determine 
whether or not this recent in- 
crease in gas prices will have a sig- 
nificant effect on used car values 
or new car volume. One could 
reach certain conclusions. . . the 
older sleds should be hard to move. 
Those who have them will get rid 
of them for more economical cars, 
and those in the economic group 
which formerly bought them will 
be unable to afford to run them. I 
seldom see any of the old big ones. 
I have one for limited use and I 
have a neighbor who keeps one 
simply because he needs it, but our 
heavy-traffic beltway is all but 
free of them. I drive an intermedi- 
ate wagon and I dwarf most of the 
cars around me. 

One doubts the recent hassle a- 
bout EPA estimated mileage rat- 
ings will help, either. One does not 
require a degree from MIT to fig- 
ure out there is evidently a pretty 
big slip between the cup and the 
lip insofar as rated and actual 

(Continued on page 46) 
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“Thanks... : 


__.to The Associates for understanding our problems. 

They never let us down.9? 
Ed Katz 
Central Motor Co., Springfield, VA 
GMC and Kenworth 
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As “Like most truck dealers, we have our peaks 

AR Valleys. Some months are great—others not 

A inary That's why we like doing business with 

i Associates. They're with us all the time. 

The Pace have lots of financing sources, but 

~and the a are most sensitive to our needs 

Oday =, Ok at deals the same way we do! 
zee € re one of the Eastern seaboard’s 

T agen truck dealers; the people from 
SSociates helped us get there.” 


The Associates 
Truck/Trailer Financing & Leasing 
55 East Monroe Street 
Chicago, IL 60603 
Call toll-free 800-621-5226 
In Illinois, call collect (312) 781-5800 
40 offices to serve the transportation 
industry 


Associates Corporation of North America, 
® aGulf + Western Company 


The Associates: People Worth Knowing 


ASSOCIATES 


(Continued from page 31) 

valuable for a dealer to bring 
along one of his managers or some- 
one else to pick up this kind of in- 
formation. Ritter and Smail seem 
to lean toward, “Maybe.” 

Said Smail, “I think I should 
have had my CPA with me when 
Gandolfo spoke, and I think tak- 
ing a manager could have merit 
depending on what the meeting 
was going to discuss. But I 
wouldn’t want to take him along if 
we were going to be talking about 
estate planning, or on a subject 
totally divorced from his interest.” 

Added Ritter, “I don’t think you 
can really have a free discussion 
about your business and your 
statement with a manager along. I 
would be hesitant to expose my 
financial situation to a parts man 
or a manager, but that’s in our 
group size. Maybe in the bigger 
groups where the sales manager, 
for instance, has more control, 
dealers look at it differently. But 
we vote, and whatever position is 
the majority, that’s what we do.” 

AE asked Ritter and Smail 
whether they can today still ex- 
pect to capture new ideas from a 
program they’ve been a part of for 
four and seven years respectively, 
and both replied in the affirma- 
tive. But Ritter also said, “It’s not 
that most of what you hear is so 
new, it’s that it refreshes your 
memory, and gives you the nudge 
you need. If we remember the 
basics and remember how to apply 
them, that’s all we really need, but 
it’s hard to keep a handle on all of 
it, by yourself, all the time.” 

Helping Ritter and the other 
dealers who participate in one or 
more of the 20 Group programs 
(there are programs for every size 
dealership, nearly every make, 
and for trucks and leasing as well) 
is the fact that in every group, the 
various dealers invariably have a 
variety of strengths, covering the 
full spectrum of dealership activi- 
ties. 

As Smail put it, “It seems that 
everybody has some different ex- 
perience, some different expertise, 
or some different insight he can 
contribute, and it doesn’t seem to 
make much difference if his opera- 
tion does happen to be bigger than 
yours is or smaller. You might 
share more problems with dealers 
of like size, but you can get a good 
idea from anybody. The expense 


control idea I mentioned was from 
a smaller dealer, and as I say, ex- 
pense control is something any 
dealer should be interested in. 

“In one of my groups, one dealer 
had a very large body shop and did 
very well with it. Some dealers, of 
course, had no interest at all in the 
subject. But other dealers were 
operating marginal shop opera- 
tions and still others were very cu- 
rious as to what was involved in 
starting that kind of operation 
from scratch. They all would have 
been hard pressed to come up with 
a better source of information. 

“That’s the way the program is: 
turn one way, and you might be 
talking to one of the most success- 
ful dealers in the U.S.; turn the 
other, and your conversation 
might be with a guy who not only 
utilizes computers in interesting 
ways in his store, but knows how 
to program them as well.” 

Said Ritter, “It’s the little things 
you get out of it: maybe some in- 
formation on an advertising deal, 
maybe a different way to use 
direct mail. 

“For example, one of our dealers 
had several people going out of 
business around him, so he got the 
idea of calling the zone office and 
asking for those dealers’ owners 
lists—the rationale being he can 
handle the service needs of those 
customers. So, he spends some 
money in mailers to establish con- 
tact with those customers, runs a 
big sale, and suddenly, he’s sold 40 
or 50 cars and gotten some extra 
business for his back shop.” 

“One idea we picked up at the 
meetings,” Smail told AE, “we’ve 
just recently begun to employ. Ori- 
ginally, my brother and I thought 
we would keep the stores com- 
pletely separate, even to the point 
of the name. But because of the 
success one of the 20 Group deal- 
ers has had with his merchandis- 
ing approach, we now have, not 
Honda Village, but Bud and Jim 
Smail’s Honda Village, even 
though our original store is known 
as Bud Smail Lincoln-Mercury 
and the new one is called Bud and 
Jim Smail’s Pontiac-Cadillac. I 
think it’s going to be a good 
marketing approach, but more im- 
portantly, we’re finding that, with 
these three operations, we can 
combine some of our efforts. 

“For example, we now have one 
accounting office doing all the 
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accounting for our car stores and 
our leasing store and our Budget 
Rent-a-Car arm. We have one title 
purchasing office. We have one 
man doing all the rustproofing 
and undercoating—there seems to 
be all kinds of efficiencies there— 
and we're shopping for all our in- 
surance as one company. In fact, 
we've established a little manage- 
ment company called Lincoln 
Management that will have the 
insurance company bill it one pre- 
mium, and then our company in 
turn will bill the three dealerships 
and the leasing operation. That 
was an idea from the 20 Groups. 
“Right now, we’re in the process 
of making a deal with the supplier 
of license plate frames. We’re 
going to give him, through the 
management company, an order 
for 2500 of the vinyl frames at 35 
cents apiece, and they will not all 
have to say Bud Smail Lincoln- 
Mercury. We'll be able to use them 
for the Honda store, etcetera. 
That, again, was a Group idea.” 
Advertising executive and auto- 
mobile dealer Lee Galles, Smail 
told AE, gave him the idea of 
ordering 20 or 25 particular model 
cars in three or four colors, equip- 
ped the same way and offered for 
the same price. When there was a 
good Lincoln-Mercury market, 
Smail said, his store was very 
successful with the approach. 
He’s also found, recently, that 
an electric car in his showroom isa 
tremendous attention-getter, and 
Ritter and his group have, 
together, found that they can do 
almost the same volume they once 
did, with 50 or fewer cars in stock. 
There are, if you look for them, a 
number of new ideas floating 
around, or at least new slants on 
old ideas. One way to find them, 
it’s pretty clear, is to “un-isolate” 
yourself and talk out your prob- 
lems and possible solutions with 
other dealers. It is possible to find 
different ways of doing things. 
That’s why so many dealers have 
stayed in the programs offered by 
NADA and the other companies 
for so many years; that’s why 
NADA still annually offers its 20 
Group dealers an idea book full of 
the best ideas of the year; and 
that’s why Barry Ritter seems 
compelled to say, without hesita- 
tion, “The 20 Group program has 
to bethe greatest thing that’s ever 
happened to my business.” A& 


(Continued from page 2 8) 

were actually “plenty of whales 
left,” and that the shipowners 
were only “creating an artificial 
shortage” in order to jack up the 
price. At this point, the govern- 
ment would have had to find some 
subtle way of subsidizing whale- 
oil production—or whaling com- 
panies could have lowered their 
costs by importing even cheaper 
foreign labor. Then we could have 
hunted the whales to extinction, 
probably by about 1870. At this 
point, we would have had not an 
energy crisis but a catastrophe, be- 
cause nothing would have been de- 
veloped to put in its place. 

As things happened, the rising 
price of whale oil encouraged 
geologists to go out and investi- 
gate the strange black substance 
that was known to lie on the 
ground in pools in western Penn- 
sylvania. The result was oil drill- 
ing, which provided the nation 
with cheaper kerosene to light its 
lamps for the rest of the century. 
The crisis was solved without any- 
thing more complicated than the 
norma! workings of the market. 

But in these days of consumer 
protection, Congress goes on sub- 
sidizing prodigal waste and out- 
moded technologies right up until 
the moment of disaster. Not con- 
tent in having ruined the auto in- 
dustry, the Congress is now franti- 
cally pulling the wool over peo- 
ple’s eyes with regard to the next 
problem area—home heating. In 
response to nothing more than a 
report of anticipated price in- 
creases in home-heating oil last 
year, the Congress raced through 
a program that will subsidize 
homeowners in burning oil at the 
rate of about $1.8 billion a year. 
After only two years, 25 percent of 
all households may be eligible, 
and the original pretense of “help- 
ing the poor” is already being lost. 
In this instance, the losers will not 
be large auto companies, but all 
the small entrepreneurs who are 
now trying to introduce new tech- 
nologies for heating conservation 
and solar energy. Writing in the 
New Republic, Stephen Chapman 
says: 

The biggest obstacle to solar 
[energy | is not that the federal gov- 
ernment has been too miserly in its 
active promotion of renewable 
resources. . . .Itis rather that the 
feds have been taking away with 


one hand what they give with the 
other. Solar’s most insidious 
enemy is the government’s regula- 
tion of energy prices. 

Natural gas, the principal com- 
petitor of solar energy, Chapman 
notes, is still being held as much 
as 40 percent below its market 
value by price controls that were 
introduced as a “temporary” mea- 
sure in 1938. 

Americans’ view of the energy 
crisis, to date, is that we can sim- 
ply go about our business and read 
in the morning papers about how 
things are coming along. Then, 
once every four years, in the mid- 
dle of a gas shortage, we can all 
rush down to the showroom and 
try to buy a small car. If the auto 
industry can’t have the cars ready 
and waiting for us, then the auto 
companies are incompetent and 
deserve to go bankrupt. The truth 
is different. Energy transforma- 
tions are things that must affect 
the deepest realities of our lives. 
We are not observers of the pro- 
cess, but participants. Prices—the 
way we allot our own time, needs, 
and resources—are the way we 
participate. fE 


IF YOU CAN AFFORD 
TO PASS UP A SALE— 
DON’T READ ANY FURTHER 


“AN EXPERIENCE WITH 
JOE GIRARD” 


Six (6) cassette tapes which capture the 
World's Greatest Salesman at his very 
best. 

Joe candidly relays the techniques that 
made him successful and how these same 
ideas & motives can help you sell better. 


If you are serious about the selling profes- 
sion, this dynamic presentation is a must 
for you. 

You can gain experience from the World's 
Greatest Salesman for only $75.00, which 
includes postage and handling. 

Send check or money order to: 


GIRARD PRODUCTIONS 
BOX 358 


EAST DETROIT, MICH. 48021 


Save Up to 40% of Heating Fuel Costs 


Recirculating System! 


The ESP Energy Recirculating System gently forces the heat 
down to the floor to keep the thermostat satisfied. This greatly 
reduces the number of times your furnace is called on for heat. 


Saves heat in winter, cools in summer. Check us out... call us TOLL 
FREE for names of users in your area and special industry prices. 


800-548-7199 reba 


ENERGY SAVING PRODUCTS 
P.O. BOX 311 | 
IN MONTANA @ 406-252-0480 | 5111 INGS, MONTANA 59103 | 
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(Commentary from page 1), 


has already expressed his alarm 
about the decaying highway sys- 
tem, the stagnant trust fund and 
the dwindling maintenance 
monies floundering in inflation. 
With him as the spearhead of 
transportation policy, action can 
be expected. 

That action should be encour- 
aged, actively. Dealers, as cogs in 
the transportation system and as 
concerned civic leaders, should en- 
courage review and reformation. 

In a period of fiscal difficulty, 
the suggestion of a tax increase 
borders on heresay. But, the spec- 
ter of the nation’s highways and 
bridges crumbling from neglect 
because of shortages of mainte- 
nance monies is equally appalling. 

Our nation, we believe, has a 
dedicated and prudent adminis- 
tration. The Congress is the most 
conservative in decades. If those 
leaders find a plausible answer to 
maintaining our highway system, 
they deserve a day in court and all 
possible support. The alternative 
is almost unthinkable. 

After all, a half-trillion dollars 
is a lot of money to let waste away. 


fE 


(Used Cars from page 42) 


mileage is concerned, but even the 
wisest of men like to fool them- 
selves. Only to myself did I admit I 
regarded 15 mpg as pretty good 

. .no matter what the EPA had 
on the sticker. 

The dealers who survive the 
next several months should be 
prepared for anything. Record 
high interest rates; highly unsta- 
ble economic conditions; inflation; 
unemployment; the continuing 
fall-out from an adversary admi- 
nistration which, even in its death 
throes, shot one more arrow; the 
possibility of drought; escalating 
food and fuel prices. . . what else 
can happen? On second thought, if 
you know, don’t tell me. 

We’ve mentioned in the past 
(AE January, ’81) certain changes 
in the policies of some auto insur- 
ers with regard to collision insur- 
ance ... another long-term 
thought. Stick the probable in- 
crease in gas prices in the same 
formula and you might do well to 
see what the answer says to you in 
terms of used car demand. You re- 
call that Pasteur said, “Chance 
favors the prepared mind.” 

& 


—————————— 


(Tax Brakes from page 17) 
ministration will help Cupid. I 
predict joint returns will be con- 
tinued, but two-earner couples 
will pay about the same tax as 
singles with equivalent earnings. 
Then wait for a “foul” cry from 
marrieds with only one earner. 
Estate and Gift Taxes. The 
administration will probably rec- 
ommend raising the estate tax ex- 
clusion for farmers and small 
businessmen. Adoption will de- 
pend on how tight the budget/tax 
cut/inflation triangle looks. Don’t 
believe any talk you hear about 
the Reagan pledge to eliminate 
federal estate and gift taxes. 
Inventory. Some kind of activity 
is very likely. What? Probably (1) 
a simplification of LIFO (last-in, 
first-out) (2) elimination of full 
absorption requirements for small 
manufacturers and (3) permission 
for certain small businesses to use 
the cash method of accounting. 


Conclusion 


Ronald Reagan has pledged to 
cut taxes without “depriving peo- 
ple of needed programs.” I’m on his 
side. Let’s all wish him luck. 


I will analyze the new Reagan 

tax program as soon as it becomes 
law, and I’ve set in motion a “How 
to Save Taxes Under Reagan” 
seminar, planned for September 
and October. Details are available 
at Blackman, Kallick & Co., Ltd., 
180 North LaSalle Street, Chica- 
go, Ill. 60601. 
Correction. In the last few days of 
the Carter administration, there 
was a flurry of legislation dealing 
with miscellaneous income tax 
matters. One of those issues con- 
cerned a subject discussed in 
the February issue of AE, “the 
alternative FICA computation,” 
which allowed an employer to re- 
duce an employee’s gross wage by 
6.65 percent, and then pay both 
halves of the FICA contribution 
(13.30 percent) on the reduced 
wage base. 

Congress, in its infinite wisdom, 
decided to cancel the ability of tax- 
payers to continue this advantage. 
They simply changed the law, 
saying in effect that any social 
security payments made by the 
employer hereafter will not be de- 
ductible. This change in legisla- 
tion took effect on January 1. AE 
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Showcase 


WHAT'S NEW ON THE MARKET 


The Trans-Gard® Automatic 
Transmission Fluid Sight 
Gauge is an inexpensive means 
by which to check the condition of 
acars’ transmission fluid. The sys- 
tem installs in minutes with sim- 
ple hand tools in the automatic 
transmission fluid cooling line— 


A new instrument called the Oil 
Monitor is being introduced to 
the truck, bus and automotive 
fleet market. It is a self-activated 
vacuum instrument which is 
mounted on the vehicle dash- 
board, connecting to a copper tube 
which replaces the conventional 
oil dipstick. A pull of the instru- 


between the original equipment or 
auxillary cooler—and the trans- 
mission. By matching the color of 
the transmission fluid to the color 
strip—a quick determination can 
be made regarding fluid condition. 
Manufacturer: Hayden Inc., 1531 
Pomona Rd., Corona, CA 91720. 


ment knob registers a red warning 
when the crankcase oil level drops 
below the “low” mark. If the level 
is okay, the instrument shows 
green. No special engine connec- 
tions or electrical current are re- 
quired. Manufacturer: Ajusto 
Equipment Co., 20163 Haskins 
Rd., Bowling Green, OH 43402. 


Aquacon™ fuel filters which re- 
move 100 percent of any water 
present in diesel fuel have been in- 
troduced by Velcon Filters Inc. 
Filtered water is chemically 
locked into the inner filter media. 
It cannot be squeezed out. When a 
cartridge reaches its water hold- 
ing limit, the accordian pleats of 
the cartridge swell shut and pre- 
vent any additional water and dirt 
from passing through the filter. 
Fueling can resume after a quick 
cartridge replacement. A typical 
fueling facility requires only one 
filter vessel and cartridge in the 
main diesel line between storage 
tanks and vehicle fueling area. 
Manufacturer: Velcon Filters Inc., 
1750 Rogers Ave., San Jose, CA. 


Information and photographs of products listed in Showcase have been provided via manufacturer's press releases. A product's appearance in this column 
in no way implies endorsement by either NADA, the National Automobile Dealers Service Corp., or automotive executive magazine. 
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Panasonic Auto Products has 
expanded its line of  high- 


efficiency, full-range car speakers 
with the introduction of a new co- 


axial 2-way 8-inch speaker. De- 
signed for use in both domestic 
and foreign autos, the speaker’s 


lean-up Table is 
a multi-functional unit that pro- 
vides three levels of storage space 
for use in many industrial applica- 
tions. The top shelf is adjustable 
for individual working height 
preferences, with a maximum 
height of 39 inches. Two addition- 
al shelves, 24” x 24”, provide func- 
tional versatility. The middle 
shelf features six compartments 
for storing tools and parts; two 
slots for other tools; plus addition- 
al flat space. The entire table is 
fully portable, with locking 
wheels. Options include a trash 
bin, side holder and 4” x 4” dispen- 
ser. Manufacturer: Pressing Mat- 
ters, 1070 E. Domingues St., Car- 
son, CA 90746. 


A new spark plug wire line, “Mul- 
ti-Mag™’,” is being introduced by 
Whitaker Cable Corp. Multi- 
Mag is a stress and strain- 
resistant continuous core of ara- 
mid and glass fibers. A copper/ 
nickel conductor supplies max- 
imum voltage and suppresses 
radio/TV/CB interference. HYPA- 
LON and SILICONE insulation 
and spark plug boots withstand to- 
day’s higher voltages, hotter en- 
gines, moisture, oil, chemicals and 
abrasion. Manufacturer: Whitak- 
er Cable Corp., 2801 Rockcreek 
Parkway, N. Kansas City, MO 
64116. 


spacer provides convenient 
mounting and installation. Addi- 
tional features incorporated in 
Model EAB-080 include high 
quality mesh grill (8°/4" diameter, 
16" high); and 5 m cord. Manu- 
facturer: Panasonic. 
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This Deluxe Keyless Alarm Sys- 
tem, is a sophisticated system in- 
corporating the latest state of the 
art technology and utilizing elec- 
tronic solid state circuitry and de- 
sign. Special features include: 1. 
built-in ignition cut-off; 2. built-in 
motion detector; 3. built-in timer. 
The system has a Hi/Low Euro- 
pean Police Interceptor Siren and 
is designed to protect all 12 volt 
cars, trucks, vans and RV’s. 
Manufacturer: Anes Electronics, 
Inc., 4112 Del Rey A 


Bright Star Industries is now 
marketing a compact emergen- 
cy light for use in automobiles, 
vans, trucks, etc. The Bright Star 
Model 1793 is equipped with an in- 
tegral magnetic base allowing the 
light to be attached to any steel 
surface and adjusted to almost any 
angle. It is made of impact resis-. 
tant plastic and is equipped with a 
12-ft. extension cord and rewind 
handle. The light can be plugged 
into any standard 12-volt auto- 
mobile cigarette lighter socket. It 
is excellent for illuminating be- 
neath the hood, for wheel chang- 
ing and other travel emergencies, 
map reading, etc. Manufacturer: 
Bright Star Industries, Dept. NR, 
600 Getty Ave., Clifton, NJ 07015. 


Introducing Quaker State’s exclusive 
Lifetime Lubrication Protection Program. 
We think it the best traffic, sales and service 
builder that ever came down the pipeline. 


Protects new car, van and light 
truck engines till the original 
owner sells or trades. And it’s 
free. Even covers your “demos” 
sold before 6000 miles. Sign 
up for this astonishing 
program today. 


Cana motor oil help you sell 
new cars? We believe it. 

And if you don’t, watch what 
happens when Quaker State turns 
on the national TV, local radio 
and newspaper steam for this one- 
of-a-kind Lifetime Lubrication 
Protection Program. 

This year’s crop of buyers 
aims to hold on to their new cars 
longer. If you don’t have this 
Quaker State program, the dealer 
in the next block or town may 
get your business. 

No other motor oil today 
has any kind of written lubrica- 
tion warranty. Absolutely none. 
And Quaker State is made from 
fine-quality Pennsylvania 
Grade Crude Oil. 


What's covered? 


Every oil-related engine 
part. You'll find 


the list in the warranty. Quaker 
State protection begins the mo- 
ment you prep the car with fresh 
oil. Then our limited warranty 
takes over where the manufac- 
turer’s warranty ends. And it’s 
valid until the original owner sells 
or trades. 

You'll like our new claims 
procedure. If we ever get a claim 
from a customer, he’ll be contacted 
by an independent claims agent 
within 24 hours. If it’s a Quaker 
State lubrication failure, and the 
warranty conditions have been 
fulfilled, he can write a check on 
the spot to cover the necessary 
repairs for your customer. 
a 


A lifetime of service and profit. 
I Oy ania es nnn ati tae 


Quaker State can also boost 
your shop absorption. Because 


who else can keep track of Quaker 
State warranty oil changes better 
than you. Sell your superior ser- 
vice. Sell a lifetime of service 
profit. Keep those cars stayin’ on 
the road with Quaker State. 


ee eee 
America’s No.1 selling motor oil. 
Your No.| service company. 


If our new warranty isn’t 
enough, check these other 
services: 

* Service Control Program. 
Managed by trained Quaker State 
coordinators. 

* Metal-Gard Rustproofing. 
The system that gives you two 
profits. 

* Metered Delivery. Saves 
you storage space. Eliminates dis- 
posal problems. 

* Complete productrange. 

We're not just motor oil. We're 


a AT fluid, superior gear oils, 
tough greases and bearing 
/)4@ lubricants. Buy one. Buy all. 
cuanants / For complete details, call 
canoe (fm your Quaker State distribu- 
mca / fm tor now. With our exclusive 
aimee (© lifetime lubrication warranty, 


you get it all from America’s 
No. 1 selling 
motor oil. 
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Custom Booths Of California 
Proudly Introduces The New Multi-Purpose 


MIGHTY MINI BOOTH! 


You asked for it, so now we manufacture it. A scale 
dimensions of sports cars, compacts, sub-compacts a 
vehicles. The Mighty Mini has all the special features 


including quality materials, superior workmanship and the highly-acclaimed patented Pure-Air Reverse 
Flow™ system. This system prevents even the smallest dirt and dust particles from getting into your paint 

spray booth. Industry experts recognize that the Pure-Air Reverse Flow™ design provides auto and body 
shop dealers with the world’s cleanest and finest paint spray booth currently on the market. A pre-sized: 
make-up air system is also available which allows clean outside heated air to flow through your booth 
and can be hooked up by your local heating contractor. Remember, intake air filters on the Pure-Air 


Reverse Flow™ booth will last at least 10 times longer than those used in the conventional type paint 
spray booths. 


All booths are shipped complete with detailed 
erected by two men in just two days, or ours 
forget, you can use the Mighty Mini for a wid 
appliances and industrial equipment. 

The object of the 
ndeeken is cleaner Compare and Save 
paint jobs, factory 


d-down paint spray booth designed to fit the 
nd other small-sized foreign and domestic 
you've come to expect from Custom Booths, 


é plans and assembly instructions, and can be 
pecially trained crews will install it for you. And, don't 
e variety of painting jobs, such as motorcycles, furniture, 


30 SS 20° x 30’ Roof Guns, 
like finishes, fewer re- roamed r ee For Outside Installations >=» 
works, more profit 3 HP. Motor a le > 28" Intake 
back into your pock- ne ee Za ——— 4 . Air Ducts a 
et, where it belongs. <u zz | __ A, INC. 
The Pure-Air Re- Fssaacoale Pat Tl | in | Pure-Alr ial 
rrester -, > J ia cae ~~ H amber Automotiv Industria 
verse Flow™ system alt +A || eee ly oS xk 
is also available in Se ee Ue 1860 E. Gage Avenue 
three larger sizes, A TRS Sart i cen Los Angeles. CA 9OOO! 
Standard Automo- Ae 2h) Coe g ; 
. olid - 4 | ab ee 
tive, Auto/Truck and oan e ~~ == — ~ernme 18 Gouge (16" Wide) ‘ (21 3) 585-71 55 
Truck/Bus. peat = ad ay =) ier 
(Mighty Mini Booth Shown) Dealer Inquiries Invited. 


